With Our Readers 


Sirs: 

Do you think Mr. Roosevelt is on 
the level about this share-the-wealth 
stuff? If he means it don’t you think 
he ought to divide up his Hyde Park 
estate? I would like to make early ap- 
plication for five acres on the river. Of 
course, I'd accept one acre on the river. 
In fact, just to show I’m not greedy, 
I'd compromise for half an acre not on 


the river—B. L., Brooklyn, N. Y. 


Sirs: 

I doubt if there has ever been a more 
shameless abuse of power than that 
recently shown by the Administration. 
Consider what has happened. First 
Congress places four billions of relief 
funds in the hands of the President. 
In principle this is a sound method of 
handling relief. It centers responsibility 
in the executive and in theory gets away 
from the log-rolling political method of 
allotting funds. So far, so good. But 
it is an open secret that the President 
or his lieutenants have used this money 
power directly or indirectly to induce 


or coerce members of Congress into ac- 
cepting legislation of the precise form 


demanded by Mr. Roosevelt. This is 
not only a disgraceful and inexcusable 
effort to flout our accepted democratic 
processes, but a farce as well. Of what 
use is it that we have a Congress at all, 
if it exists merely as a rubber stamp to 
ratify every proposed measure as de- 
sired by Mr. Roosevelt and exactly as 
framed by the radical Brain Trust 
lawyers? Think of the money we 
would save in salaries if we would just 
abolish Congress and let Mr. Roosevelt 
write all the laws! In the campaign 
Roosevelt promised to eliminate useless 
governmental agencies. He seems more 
and more to regard both Congress and 
the Supreme Court as useless: Why 
not abolish both and let Roosevelt be 
a Government?—J. I. M., St. Louis, 
0. 


Sirs: 

Half-baked theories are the curse of 
the times; and if the number of indi- 
viduals dogmatically certain of things 
that are not so were laid end to end they 
would reach 4,67914 times around the 
equator. The air is heavy with propa- 
ganda and statistics. Since we have 
more statistics than almost anything 


else, anyone with a_ pre-fabricated 
theory to prove can easily pick out the 
appropriate set of figures with which 
to prove it. I am moved to write this 
in appreciation of your Mr. Theodore 
M. Knappen’s article, “Sharing the 
Wealth,” in your July 6 issue. The 
graphs tell the story beautifully—a 
story of fact and not of theory; and 
since the most relevant ones are based 
on official U. S. Government figures I 
do not see how the radicals can laugh 
them off. It is too bad that the theor- 
ists who are damning and dooming the 
capitalistic system can not be forced to 
study, in particular, the graphs on real 
wages and on the distribution of the 
national income. The achievements 
these show can not be refuted and re- 
lieve one of the necessity of resorting 
to theory or assumption. It is illumi- 
nating to note that in good times or 
bad the percentage of the national in- 
come distributed as wages and salaries 
is virtually constant. For more than 
tripling real wages in four generations 
the profit system can take just pride. 
It may be that some other system can 
do better, but we know none so far 
has done as well. Incidentally, I ob- 
serve from the U. S. Bureau of Labor 
figures that there has been very little 
gain in real wages under the New Deal 
to date. Higher hourly rates don’t 
mean a thing when there is not enough 
business to give men decent weekly pay 
envelopes and when the higher cost of 
living runs wage gains a close race.— 
R. G. H., Lexington, Ky. 


Sirs: 

I think the conservative defenders 
of our capitalistic system, including 
yourselves, ignore a basic truth in at- 
tacking the radicals who believe that 
the solution of our economic problem 
lies somewhere along the road toward 
socialism or some form of collectivism. 
Let me hasten to say that I am no 
radical, and as I look about me as J 
travel on the subways, I shrink from 
any thought of going into a collectivist 
partnership with most of the people 
whose faces I see. It is one thing, how- 
ever, to oppose untried theories and 
quite another thing to ignore those ob- 
vious short-comings of the present sys- 
tem that are chiefly responsible for 
the radical agitation. The basic fact 
is that we have in this country me- 
chanical facilities and technical knowl- 
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edge capable, if effectively used, of 
turning out an almost unlimited quan- 
tity of goods of every conceivable de- 
scription—capable, indeed, of lifting 
the American standard of living to 
heights far above anything achieved 
even in 1929. Because these facilities 
are being put to but partial use, mil- 
lions of people are out of work and 
other millions have little more than a 
bare subsistence. It is nonsense to hold 
that the defect is inequitable distribu- 
tion. The real defect is inadequate 
production. Whether they realize it 
or not, I am inclined to think that the 
complaint of the dissatisfied originates 
in their knowledge that there is no 
physical, mechanical or technical reason 
why they should be in distress. I 
imagine an unemployed man looking at 
a closed factory would have much the 
same emotions as a hungry man look- 
ing through a store window at a baked 
ham. There it is. Why can't it be 
put to use? The only shortage is in the 
use of our facilities. Can the discon- 
tented be blamed for a vague feeling 
that some how or other the necessity 
for selling things at a profit prevents 
maximum use of our creative powers? 
If the present system can not devise a 
much more effective economy of dis- 
tribution, I do not see how in the long 
run we can avoid a trial of collectivism, 
great as may be the human failings that 
we would encounter under it.—W. L. 
L., New York, N. Y. 


Sirs: 

From President Roosevelt’s many at- 
tacks upon business and industry, it has 
long been evident that he is more con- 
cerned with his New Deal reform poli- 
cies than with returning prosperity. 

The country has been struggling 
through the depths of a disastrous de- 
pression and has made some progress 
towards recovery notwithstanding the 
handicaps imposed by the present ad- 
ministration. And now, apparently, 
fearful that the recovery movement 
will get out of bounds, the President 
comes forward with his own share- 
the-wealth program of increased in- 
heritance and other taxes, thereby steal- 
ing much of Huey Long’s thunder. 

The one thing that this country 
needs most is not a change in the Con- 
stitution, as some are suggesting, but a 
change of administration—A. E. L., 
Washington, D. C. 
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ROBABLY the first thing the 

average investor thinks of is 

whether a company is making 
money or losing it. The distinction is 
a vital one, yet by no means as simple 
a guide to sound investment policy as 
it may seem. When a corporation re- 
ports a deficit, one thinks of that as 
“losing money”, but it is not neces- 
sarily the same thing as an individual 
losing money. 

For example, a certain large corpora- 
tion prominently identified with capital 
goods reported cumulative deficits ag- 
gregating more than $21,000,000 for 
the depression years 1931, 1932 and 
1933 and barely broke even in 1934. 
That is a showing that would make one 
pause before buying the stock. 

But when you look deeper you see 
that this company suffered no vital 
loss whatever. At the end of four 
years of depression it held approxi- 
mately as much cash as it had in 1929. 
Its ratio of current assets to current 
liabilities was as strong as in 1929, 








re Losses and Losses 


leaving working capital unimpaired. Its 
trade position has been maintained. Its 
physical properties have been kept in 
a high state of efficiency. Its manage- 
ment has remained at top quality. 

Well, then, what did it lose? The 
answer is that all it lost was a volume 
of business sufficient to keep its facili- 
ties working at a profitable level. The 
deficits reported were in the main a 
matter of conservative bookkeeping, 
representing deductions from income 
tor depreciation, development expenses, 
reserves, etc. 

All this company needed at the end 
of its depression was a normal recovery 
in sales. That is now in progress. 
There has been a rapid recovery in 
earnings and the market price of the 
stock has almost doubled since the 
start of this year. 

On the other hand, take the case of 
a certain other company also identified 
with capital goods. Its deficits have 
been vital, for while physical proper- 
ties, trade standing and management 


leave nothing to be desired, its losses 
went beyond mere bookkeeping deduc- 
tions and impaired working capital. Its 
sales have improved substantially from 
the low point, but it has not sufficient 
working capital to handle the busi- 
ness. It was thus confronted with the 
need of a capital reorganization and 
the stock this year suffered a drastic 
decline. 

Again, consider the case of a third 
well-known company. Its working 
capital position, physical facilities and 
management are strong, but it differs 
from the other two examples in that 
competition has seriously impaired its 
trade position. For the latter reason, 
its reported deficits are very definitely 
a warning signal. 

Examine reported deficits with care, 
if you would not be misled. The rea- 
sons are more significant than the mere 
figures in red ink. Working capital, 
trade position and management are 
the Big Three to be watched most 
carefully. 
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There Are Losses and Losses 


average investor thinks of is 

whether a company is making 
money or losing it. The distinction is 
a vital one, yet by no means as simple 
a guide to sound investment policy as 
it may seem. When a corporation re- 
ports a deficit, one thinks of that as 
“losing money”, but it is not neces- 
sarily the same thing as an individual 
losing money. 

For example, a certain large corpora- 
tion prominently identified with capital 
goods reported cumulative deficits ag- 
gregating more than $21,000,000 for 
the depression years 1931, 1932 and 
1933 and barely broke even in 1934. 
That is a showing that would make one 
pause before buying the stock. 

But when you look deeper you see 
that this company suffered no vital 
loss whatever. At the end of four 
years of depression it held approxi- 
mately as much cash as it had in 1929. 
Its ratio of current assets to current 
liabilities was as strong as in 1929, 


ee | the first thing the 


leaving working capital unimpaired. Its 
trade position has been maintained. Its 
physical properties have been kept in 
a high state of efficiency. Its manage- 
ment has remained at top quality. 

Well, then, what did it lose? The 
answer is that all it lost was a volume 
of business sufficient to keep its facili- 
ties working at a profitable level. The 
deficits reported were in the main a 
matter of conservative bookkeeping, 
representing deductions from income 
tor depreciation, development expenses, 
reserves, etc. 

All this company needed at the end 
of its depression was a normal recovery 
in sales. That is now in progress. 
There has been a rapid recovery in 
earnings and the market price of the 
stock has almost doubled since the 
start of this year. 


On the other hand, take the case of 


a certain other company also identified 
with capital goods. Its deficits have 
been vital, for while physical proper- 
ties, trade standing and management 


leave nothing to be desired, its losses 
went beyond mere bookkeeping deduc- 
tions and impaired working capital. Its 
sales have improved substantially from 
the low point, but it has not sufficient 
working capital to handle the busi- 
ness. It was thus confronted with the 
need of a capital reorganization and 
the stock this year suffered a drastic 
decline. 

Again, consider the case of a third 
well-known company. Its working 
capital position, physical facilities and 
management are strong, but it differs 
from the other two examples in that 
competition has seriously impaired its 
trade position. For the latter reason, 
its reported deficits are very definitely 
a warning signal. 

Examine reported deficits with care, 
if you would not be misled. The rea- 
sons are more significant than the mere 
figures in red ink. Working capital, 
trade position and management are 
the Big Three to be watched most 
carefully. 
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Beginning with a practical discussion of the pros and cons of 
practical economics, the author of The Magazine of Wall Street's 
Fortnightly Market Forecast comprehensively, yet simply, covers 
every phase of investment technique required under today’s con- 
ditions. 


He discusses the advantages and disadvantages of various types of 
securities—the factors to be considered to profit by opportunities in 
bonds, preferred and common stocks. Every possible eventuality 
is considered—as well as valuable pointers in detecting buying, 
selling and switching signals. 
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The Trend of Events 


IGNORING THE ¢& EVER mind the Con- 
CONSTITUTION stitution: Go ahead!” 

the President says to 
Congress in effect, says it to a Congress that is informed 
that the Attorney General has told the President that 
the coal bill is unconstitutional. Of what moment is 
the Presidential oath to uphold and defend the Consti- 
tution when the coal miners threaten a strike? Why 
bother about a question of unconstitutionality when it 
will take a year or two for the Supreme Court to hand 
down an opinion? 

The President’s unprecedented advice to Congress to 
disregard the Constitution is in harmony with his reso- 
lution to strengthen the power of the national govern- 
ment. It is doubtless part of a program to bring the 
Supreme Court into disrepute by loading it up with 
legislation which it is in duty bound to nullify. A long 
series of judicial vetoes of acts of Congress will consti- 
tute a rational basis for the contention that the Consti- 
tution is outmoded and must be amended. Moreover, 
by disregarding the Constitution when laws are framed 
and passed it is feasible to govern unconstitutionally for 
a time. 

The recent popular reaction to the President’s hostil- 
ity to the Constitution as it is interpreted by the 
Supreme Court, raises a question of the political wis- 
dom of deliberately flouting it at this time. It commits 
the President to making amendment of the Constitu- 
tion a vital issue in the next election, by which time 


it may obviously be decidedly unpopular. Conse- 
quently, much as the President’s opponents may de- 
plore in principle his disrespect for the federal core of 
the Constitution they will welcome it as a tactical 
political error. 


—~_~ 


HE great peril of our times 

is not the threat of Bol- 
shevism, Naziism or Fas- 
cism. It is the danger of another world war. It is no 
longer possible for two great nations to fight a fenced 
off war like that between Bolivia and Paraguay. An- 
other general war of the proportions and duration of 
the struggle between the Allies and the Central Euro- 
pean nations would undoubtedly impair the economy 
of the world, possibly, if not probably, to such an ex- 
tent that there would come a reversion to barbarism. 
Yet nothing fundamental is being done to remove the 
possibility of such a cataclyym—and apparently noth- 
ing can be done. All the world can do is to skate fear- 
fully along on the thin ice of provisional arrangements 
to maintain peace for a few months or a few years. 
The merest chance is all that stands between it and 
dissolution. Pacifism and militarism are equally pow- 
erless in the face of potential annihilation. In the past 
a great conqueror might march to peace through war. 
But today the conqueror can march through war only 
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to the ruin of all. The greatest task of all times awaits 
the greatest man of all times—the winning of perpetual 
peace. 


=~ 
a JOHNSON, 


MIRACLES AND 


MIRACLE MEN of NRA fame, plain- 


tively remarks that it 
is a miracle we are able to keep this depression going 
so long! Well, General, we have plenty of miracle men 
at Washington. They are skilled in the fine art of 
taking a puny little temporary “emergency” and mak- 
ing a real thing out of it. 

To mention but one example, there is the Bankhead 
cotton ginning law. This was enacted in April, 1934, 
for the stated purpose of relieving an “acute economic 
emergency.” It was intended to apply for one cotton 
season, but it seems that the plea of emergency enabled 
the legislative camel to get his nose so well into the tent 
that he now does not wish to pull it out. Having al- 
ready been extended to cover the 1935-36 cotton sea- 
son, it is now proposed to extend the law to the 1936- 
37 and 1937-38 seasons. 

In short, emergencies may come and emergencies 
may go, but Congress and our bureaucrats go on for- 
ever. Meanwhile, incidentally, our world cotton mar- 
ket dribbles away. The dope having failed to cure the 
patient, by all means give him more of the same thing. 

—_ 

THE WAGNER HE Wagner labor relations 
LAW . law is a notorious piece of 

class legislation. Instead 
of being a measure likely to promote industrial peace 
and good will between employers and employees, it is 
a vindictive enactment aimed at employers. It aims to 
deprive employers of freedom of management and puts 
a premium on the subjection of all industry to the abso- 
lutist American Federation of Labor. It deprives the 
individual laborer and the minority group in any plant 
affected by interstate commerce of the right to nego- 
tiate with the employer. Instead of appealing to em- 
ployers and encouraging them to befriend improve- 
ment of labor relations, it puts them in the position of 
public enemies. It seeks to deny to the employer any 
right to co-operate initiatively with employees in the 
formulation of the rules of their relationship. That the 
law does all this in defiance of the Constitution is 
almost universally held by competent authorities. It 
is 7(a) again—and worse. 

Employers will instinctively oppose a law so con- 
ceived and enacted, and will undoubtedly take advan- 
tage of every opportunity to defeat its purpose and 
ultimately to overthrow it in the courts. Owing to its 
obvious vulnerability on constitutional grounds, the 
Administration will doubtless seek to defer the test of 
constitutionality as long as possible. During the inter- 
val the American Federation of Labor will have a 
grand opportunity to build itself up as a labor dictator- 
ial body, and hopes to be so well entrenched that when 
the courts shall throw it into the discard the unions 
can rule without it. On the other hand, employers 


should, to avoid the ultimate decision until they have 
the ideal factual case. Between these two policies it 
may be a long and bitter time before the issue arrives 
at the Supreme Court. 

There is a possibility that this law, like many others, 
will work in reverse. The experience of the Automo- 
bile Labor Board indicates that the A. F. of L. unions 
may not always be able to poll a majority of employees. 
We may, thus, see the rise of more conservative and 
more intelligent independent unions, despite the at- 
tempted prohibition of employer aid to “company” 
unions. 

Just what. A. F. of L. domination of American in- 
dustry might mean can be gathered from the fact that 
it stands at this moment for shorter hours and higher 
pay per hour—which is to say for less production—just 
at a time when the nation is gasping for more wealth— 
and more income, and when what wealth and income 
there is labors under the burden of sustaining the tens 
of millions who have no income and no means of pro- 
ducing wealth. 


— 


MERICANS are 
A traveling this year 
as they have not 
traveled since 1930. The tourist business in all its 
phases and departments is good. It is hard to reconcile 
this liberal spending for rest, recreation and amusement 
with a national income still so low and ten millions of 
unemployed. But we can attempt it by saying that we 
are drawing on the better times ahead. The promise 
of recovery is in the air. Discounting the promise helps 
it to come true. Play for the travelers is work and 
business for the hosts—the railways, the buses, the 
ships, the airplanes, the hotels, the camps, the farmers, 
the garages, the gasoline stations. This is real fructify- 
ing distribution of wealth combined with production of 
wealth. The unemployed and the moneyless may not 
be expected to rejoice in the spectacle of others at play 
while they idle gloomily, but people in motion put 
money in motion. Moving money is what we need— 
not more money. The playboys and girls will return 
from spending with a new zest for earning. The re- 
vival of active vacations may be partly due to reckless- 
ness engendered by hope deferred through so many 
years, but even so it is well. Caution and frugality 
are well enough and often mandatory but while they 
may conserve money they don’t make it. Having dared 
to spend for play this summer we may dare to spend 
for gain in the months ahead. We may discover that 
in our efforts to endure adversity we have delayed pros- 
perity. 


TRAVEL DISCOUNTS 
RECOVERY 


a 


HE fact that Congress is 
giving several weeks of 
consideration to Mr. 

Roosevelt’s hastily formulated tax program, instead of 
the five days initially suggested, does not make it a good 
program. Under the most impartial analysis, it would 
still be a bad program. There is nothing about it to 
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indicate that the Administration has any coherent idea 
of what it is trying to do. In short, it is irresponsible 
politics and not statesmanship. Secretary of the Trea- 
sury Morgenthau’s advice to Congress that funds so 
raised be earmarked for debt reduction does not lift it 
to statesmanship. 

The net Federal deficit for the fiscal year recently 
ended, deducting sinking fund provisions, was about 
$3,000,000,000. That it was less than the Adminis- 
tration’s original estimates was due to a large gain in 
revenues and not to any retrenchment in spending. 
The proposed taxes will neither reduce this deficit im- 
portantly nor achieve President Roosevelt's vaguely 
stated aim of “re-distributing wealth.” 

Nothing could give business confidence a greater lift 
than a genuine effort by the Administration to cut this 
deficit at least in half. The only intelligent approach 
is the double approach of all possible retrenchment on 
the one hand and a greatly broadened income tax base 
on the other hand. The time to make this approach is 
in the budget to be presented to Congress next January. 

The simple truth is that there are not enough of the 
rich to pay the bills. The general public today is paying 
vastly more in nuisance, excise and indirect taxes than 
all corporations and millionaires are paying in income 
taxes. How long will that public be kidded by the 
political farce that American taxation has become? 
We believe it is already more than a little fed up with 
the Santa Claus myth that Mr. Roosevelt has done so 
much to erect. The salvation of this country lies not in 
a re-distribution of wealth, but a re-distribution of 
political responsibility. The best way to get it is the 
painful, but honest, way of putting at least 10,000,000 
voters on the income tax rolls and keep them there, 
however low the rate. When revenues rise adequately, 
the nuisance and indirect taxes should be lifted. 

Under such a tax system, Uncle Sam would quickly 
throw off the Santa Claus mask. Of course, the odds 
against such a program being adopted are more than 
1,000,000 to 1—but meanwhile one can at least have 
the intellectual satisfaction of calling a spade a spade 
when self-seeking politicians masquerade as high-minded 
statesmen. 


a 


A CRIME? panies the New Deal has plainly 

exhibited a strong antipathy 
against all holding companies in all industries, and, 
equally plainly, a bitter enmity toward corporate big- 
ness in general. The theory is that vast concentrations 
of economic power are anti-social or potentially so. 

Obviously a modern industrial civilization has to be 
on guard against monopolistic abuses. That is why we 
have long had the effective anti-trust laws—laws which, 
paradoxically, the present political foes of corporate 
privilege cheerfully discarded in the period of their en- 
thusiasm for NR A. Consistency, however, was never 
a guiding rule of politics. 

The danger and the weakness of the Administration’s 
position is, as usual, its very vagueness. Control of a 
matter so complicated and so infinitely varied as the 
size of business enterprises can not be dismissed with 


IS BIGNESS | N ITS fight on utility holding com- 











generalized statements or generalized legislation. Prob- 
ably more than half of all corporations whose securities 
are listed on the New York Stock Exchange would be 
found on examination to be holding companies. In 
the vast majority of cases this form of organization 1s 
not only in the interest of the companies but of their 


customers as well. Could they be dissolved and reor- 
ganized without untold havoc? Can any set of general 
rules set up sound distinctions? 

Again, in obvious proof that bigness is not per se 
anti-social, let us cite the automobile industry, in which 
three companies do some 90 per cent of the business. 
The keenest of price and product-value competition has 
been maintained, with great and undeniable benefit to 
the buying public. Yet the scatter-brained New Deal 
tax philosophy would put such an industry on the same 
plane with others far less deserving of public approval. 
Common sense, if there is any left at Washington in 
these distraught times, would dictate that we go slow 
in these blunderbuss reforms. We have plenty of 
controls. What is needed is more wisdom in their ad- 
ministration. 


a 


ORECLOSURES on homes 

have sharply increased and 
savings bank investments 
in mortgages are declining. Paradoxically, these are 
signs of gradual recovery in real estate and building. 
There is little point in a creditor foreclosing when 
there is no market for the property. Today there is 
a market, making long delayed foreclosures worth the 
lender's while. The decline in savings bank invest- 
ments in mortgages likewise reflects a strengthening of 
the picture through larger repayments by debtors. 

On the other side of the equation, new mortgage 
loans are increasing, though they do not yet equal old 
loans liquidated; and distress applications to the 
H OL C are decreasing. As for building, the total 
volume of contract awards in 37 states east of the 
Rockies in June was $148,005,200, a gain of 18 per 
cent over May and of 17 per cent over June, 1934. 
This was, in fact, the largest total since March, 1934, 
when activity under the P W A program was tapering 
from its peak. Of the June total residential building 
amounted to $49,832,600, 10 per cent above May and 
about twice the volume of June, 1934. For the first 
half of the year residential contract awards amounted 
to $208,173,300, a gain of almost 58 per cent over 
the first half of 1934. This was the largest volume of 
this class of construction since the first half of 1931. 
While these are still depression figures, the trend clearly 
is up. 


RECOVERY IN 
BUILDING 


vo 


UR most recent investment 
advice will be found in the 


discussion of the prospec- 
tive trend of the market on page 332. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions, elsewhere in 
this issue. Monday, July 15, 1935. 
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q Fears of Oppressive Legislation Wane 
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Expectation of Fall Business Pick Up and Less Than Seasonal 
Summer Dullness Are Dominant Market Factors 


The Stock Market for the Next 
Fortnight 


By A. T. Miter 


OR the present the stock market seems to have suc- 
cumbed to the enervating influences of mid-summer 
weather. The volume of trading has declined and 

there is nothing of excitement in current price fluctuations, 
although the past fortnight has seen a number of favored 
industrials again move up sedately to new highs. 

For that matter, it has been a sedate market for some 
months—confident but sedate. Patience, on top of dis- 
criminating selection, has been the chief requirement for 
making money in it and apparently still is. There is 
nothing in sight to justify speculative efforts to hurry this 
market, now that pools and manipulation on any effective 
scale are out of the picture. Every time the pot has boiled 
a bit too merrily the market has had to fall back in cor- 
rective reaction to a base of support founded on investment 
considerations. 


Corrective Reaction? 


Whether we are on the verge of another such corrective 
interlude remains to be seen, but such a development would 
be neither surprising nor significant. In the absence of 
any particular reason for liquidation, reaction can scarcely 
be expected to run far at this season. On the other hand, 
the recent record seems to indicate that after two or three 
weeks of fairly steady advance at least some correction is 
required under present conditions to generate fresh buying 
enthusiasm. 

Contrary to the experience of recent years, summer does 
not normally present any serious test to the market. The 
reverse performances in the summer of 1933 and 1934 were 
abnormalities, due to preceding over rapid pace both in spec- 
ulation and business. In neither business nor the market has 
there been a comparable over-speculation this year and that 
fact permits normal considerations to govern at present. 


Hopes of Improvement Predominate 


It is a season of hope, and hope is the thing upon which 
investment and speculation thrive. We have seen a 
gratifying gain in business, followed by a seasonal reces- 
sion insufficient in scope and pace to provoke new doubts 
and fears. In 1933 and 1934 July saw confidence pretty 
badly battered. This time we enter the second half of 


332 


the year with confidence firm. The prevailing hope and 
expectation is that within a relatively short time the busi- 
ness advance will be renewed. 

Now it may or may not prove that too much is antici- 
pated in the way of second half-year business improvement, 
but the point is not particularly relevant to the stock 
market in July. Until it is proved that present hopes are 
too high, those hopes will very likely be maintained. With 
no evidence available to prove it wrong, the stock market 
would appear to be on logical ground if it treated itself to 
a summer advance discounting the autumn prospect, after 
which event one might lean a bit to the cautious side in 
post-Labor Day speculative expectations. 

Of course, the best of markets have a way of double- 
crossing the hopeful when least expected, and one is on 
risky ground in any attempt to forecast something of which 
the essence is surprise. We will content ourselves with 
expressing the opinion that the next few weeks would not 
be an appropriate time for such a surprise! 


Steel Stocks Offer Encouragement 


The steel stocks, watched closely as indicators of the 
general business prospect, have shown encouraging activity 
and strength in recent trading, and the next few weeks 
should reveal whether this is merely a speculative ripple 
in a restless market or a more significant development. Steel 
operations have rebounded from the holiday let-down and 
at this writing are around 36) per cent of capacity or 
only 1/2 points under the rate that prevailed during the 
second half of June. This figure compares with 27 per 
cent at this time a year ago, but the present position, in 
our opinion, is considerably stronger than even this favor- 
able year-to-year comparison indicates. In contrast with 
the situation a year ago, stocks of steel in consumers’ hands 
today are extremely light, the passing of N R A and the 
possibility that moderate price concessions may eventuate 
having eliminated any urge for forward buying. 

While the makers of the heaviest selling cars will hardly 
change models before next year, some other makers will 
introduce new models this autumn and autumn likewise 
will see placement of tool and die orders in preparation 
for cars to be introduced early in.the winter. This busi- 
ness, together with improving demand for structural steel, 
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steady demand for tin plate and surprisingly firm con- 
sumption of miscellaneous steels, justifies considerable 
optimism. 

Sales of automobiles continue to show surprising vigor 
and the maintenance of dealer stocks at normal probably 
will require production of at least 275,000 cars during 
July. Reflecting the continuation of production and sales 
at satisfactory levels, shares of companies affiliated with 
the motor industry remain in demand, rightly paying more 
heed to the current gratifying trend of earnings than to 
what used to be the seasonal factor. The past week has 
seen Chrysler, Briggs Manufacturing, Borg-Warner and 
others reach new highs. Selling at considerably less than 
ten times probable 1935 earnings per share, it can hardly 
be held that well situated motor and accessory issues are 
too high, despite the broad advance that all have experi- 
enced. 

Together with steel and motors, improved farm purchas- 
ing power looms large in the business and market prospect. 
The official index for last year averaged 73.6 and thus 
far in 1935 has averaged approximately 85.1, the gain over 
last year being around 15 per cent. With larger crops 
in the aggregate more than off-setting lower prices of some 
farm products and with industrial goods stable or showing 
some recession, farm buying power, as discussed in detail 
in a special article on following pages, is counted upon to 
lend increasing support to business activity for the rest 
of this year. 

This trend and prospect explain why International Har- 
vester and other farm equipment stocks have been in strong 
demand in recent trading. It is reflected in retail trade 
reports which continue to make a considerably better show- 
ing in agricultural areas than in industrial centers. It 
accounts likewise for recent belated improvement in market 
action of Sears, Roebuck and Montgomery Ward. 

Growing investment and speculative conviction that the 
odds from this point onward favor a credit inflation, rather 
than further tinkering with the currency system, is being 
currently reflected in increasing 


rather than popular favorites priced to yield what one 
would normally expect from a high class bond. 

Oil shares currently show some uncertainty as to the 
immediate gasoline price outlook, but justify considerable 
long term favor on the fundamentals of the present picture, 
for gasoline demand is rising and will rise further, while 
on the other side of the position present fields are steadily 
being depleted with no new flush fields in sight or likely 
to be found. 

The railroad shares stand moderately below the best 
level of June, the plight of the weakest casting a specula- 
tive shadow over the rest, including various carriers in 
better shape now than a year ago. The granger roads 
have not yet found much stock market response to the 
certainty of a larger crop movement. If the autumn busi- 
ness outlook is as good as the market seems to think, it 
is dificult to believe that the rail issues, or at least the 
best of them, should not have a moderately more generous 
share of the speculative interest now centered almost 
exclusively on industrials. 

The same can hardly be said for utility common shares, 
many of which have discounted about all of the improve- 
ment in sight in doubling from the year’s lowest quotations. 
So far as they are influenced by the political news, it is 
about a stand-off. The action of the House of Representa- 
tives in voting for stringent regulation of holding com- 
panies, rather than automatic death, may be regarded as 
something of a victory, while the Administration's success 
in getting the T V A amendments it wants is a defeat. 

Despite continued war talk in Europe our markets, both 
commodity and financial, are chiefly concerned at the 
present time with domestic affairs. Unfortunately, this 
does not mean even an interlude in the modern game of 
international currency manipulation but merely that for 
the time being our side and its stabilization fund appear 
to have the best of the argument with the British stabiliza- 
tion fund. This is indicated by a present sterling rate of 
$4.96, which is well above any reasonable conception of a 

normal exchange ratio and 





favor for various stocks in the 
capital goods class and, in the 
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class which have forged ahead ™ the Treasury a potent weapon 
in the past week include Allis M.W.S. for holding the dollar down in 
Chalmers, International Cement, 55 A ee ee the foreign exchanges as long 


Mesta Machine and General 
Railway Signal. 


th es ad 


as the world’s silver holds out— 
and it will take quite a time 





Responding to improving at- 


INDEX NUMBERS 














to exhaust it. All of which is 
quite apart from the longer 








wisdom of swapping dollars for 
silver in a world whose prim- 





tendance and earnings, motion 
picture stocks are again in fa- “5 
vor, with Columbia Pictures, 
Loew’s, Fox and the reorgan- Ao 


ized Paramount setting the pace. 
Aviation shares, long neglected, oe 














ary need is a greater exchange 
of goods, rather than of mone- 
tary metals. 

















also appear to be making a bid JAN FEB. MAR 


APR MAY JUN JUL In the absence of pressure 





for a bit of the speculative lime- 
light in recognition of a 1935 





1935 from sterling, both spot and 





futures markets appear to be 





outlook substantially better than 
the none-too-good financial rewards experienced in 1934. 
Chemicals, can makers and most of the other accepted 
blue chips of the dividend-payers, especially among foods, 
tobaccos and other consumption goods groups, remain close 
to old highs when they are not making new ones. While 
we have no doubt they will continue to meet strong sup- 
port, we adhere to the previously expressed conviction that 
the odds for percentage appreciation in recovery from 
this point onward favor secondary issues and specialties 
of the type analyzed on following pages of this publication 
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showing increasing _ stability, 
following gradual and moderate decline from the best 
levels of last spring. 

We need devote only brief space to political develop- 
ments, since, for a variety of reasons, they seem to have 
less and less effect upon the stock market. The country 
has had its fill of excited New Deal activities and veers 
more and more to the view that the time for a respite has 
come. In addition, there is a feeling that there can hardly 
be many more surprise packages, if any, in the Roosevelt 

(Please turn to page 372) 
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Happening 


in Washington 


By E. K. T. 


Business strike against the 
New Deal is over, according to 
N. D. economists. Money has 
gone back to work becauce it was 
starving in idleness, they say. A 
starving man always gets to a point 
were he will take a chance to grab 
a little food. Capital may be as 
frightened as ever but necessity 
knows no law. Business is held to 
be at the low point of the year 
right now, and that is nowhere 
near as low as some prophets pre- 
dicted. Statistical position is de- 
clared excellent for seasonal rise in 
the fall. From the opposition’s 
standpoint, recovery is being hast- 
ened by growing conviction that 
the Administration is far past the 
high-water mark of popularity and 
power. “It has done its worst.”’ Best 
autumn since 1930 is expected. 

At any rate, the favorable 
time for a rise is between now 
and next March.—After March 
politics will smother business 
until the votes are counted. 


Wide World Photo 


Reports that President is 

jittery are without foundation. 

He has made several blunders of tactics and strategy 
lately and he is doubtless experiencing the self-condemna- 
tion that we all feel when we are dubby, but he has 
not lost self-control or self-confidence, and he is confident 
that the people are with him, smart or dumb. He is 
likely to break out any day with something that will be 
generally hailed as smart. The brain trusters are trying to 
think it up. So, also, are the practical politicians. The 
general idea of the latter is a declaration of a reform mora- 
torium and an appeal for a national union for the achieve- 
ment of recovery. They hope that when the President 
tours the West he will deliver a series of speeches that will 
tempt the reformers to rest on their laurels and prompt the 
conservatives to work and spend. The fact is that the 
President could well afford to abandon all initiative in legis- 
lation and stand from now on on his amazing record of 
legislative triumphs and devote himself to the unification of 
public opinion. 

Trouble is that the milling radical nuclei of new 
parties may make it seem the best course to keep up 
agitation in order to prevent too great a diversion of 
votes from Roosevelt to the demagogues and nuts. 


Opposite view is now giving Democratic machine 
leaders here the first case of nerves they have had since 
1932. They are being reminded that there is great danger 
that the President may lose much of his sane support. Re- 
ports to headquarters from all sections show that at the 
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Thomas Corcoran 
Presidential Lobbyist 


moment the President is losing his 
standing with a numerous element 
of progressive independent voters 
who plumped for him 1932—and 
that conservative Democrats are 
positively getting mutinous. Pana- 
cea for the situation would be a 
return of prosperity and a rapid 
absorption of the unemployed in 
industry. “Radicals vary in num- 
bers inversely to the numbers of 
jobs and the abundance of dollars.” 


Revolt of Democratic mem- 
bers of the House (loudly ap- 
plauded behind the scenes by most 
Democratic Senators), on the death 
sentence section of the utilities bill, 
means that from now on Congress 
will not support measures which 
it believes are politically destruc- 
tive. No chance, however, that 
Congress will walk out on the 
President and go home without 
enacting new tax legislation. Aim 
will be to make the “soak-the-rich” 
legislation as fearful in mien and 
as harmless in fact as possible. 
High corporation income tax will 
be blocked, personal incomes 
over $50,000 will be squeezed, base of income taxation will 
not be broadened, but the inheritance tax will be a hummer 
in the upper brackets. 

No real thought of even beginning to balance the 
budget, but net result will be a levy large enough—- 
perhaps $750,000,000—to give substance to the wealth 
equalization ballyhoo and qualify as a real revenue 
niecsure. 


It’s easy to exaggerate the significance of the House 
revolt on the utilities drive. Congress, long restive under 
the ruthless rule of the President, has been morally and 
spiritually in revolt for a long time. The lid finally blew 
off. Then the boiling bubbles settled down. Pleased by 
their courage and mollified by the aroma of pork in the 
work-relief kitchens, the lawmakers trotted docilely back 
to the yoke, rolled over and put their paws humbly up in 
the air (e.g. TVA surrender). But the habit of subser- 
vience is broken. The master can be defied and the world 
goon. He will be defied again, but he will not be so easilv 
caught again in a defiable predicament. 


Business associations are reporting that there is a 
marked reaction throughout the country among the little 
business fellows against the New Deal. Note is also taken 
of the fact that 90 per cent of the representative newspa- 
pers of the country applaud the House of Representatives 
for defeating the death sentence of the utilities bill. 
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President will approve the bill if it ever emerges from 
the conference, to which the Senate has just consigned it, 
without the death sentence, and in doing so will endeavor 
to minimize the importance of that provision. Bill is really 
a great victory for him, but he missed the laurels by 
creating a spectacular issue over a minor phase, and that, 
too, a phase which played up the malignity of the entire 
measure. 


Administration’s attitude toward the banking bill as 
revised by Senator Glass shows that it is brushing up its 
policy of getting along with Congress. Eccles—dwelling 
on centralization of control—says the bill is good enough. 
That it should contain authorization for the banks to get 
back into the security underwriting business and give them 
a chance to do a little investment banking business on the 
side is significant even if that feature is not retained. 


The disappearance of N R A through the White 
House back door is a reminder of the ferocity of fate. In 
the most casual way the President turned the trade agree- 
ment function over to the Federal Trade Commission, 
leaving the NR A staff disconsolate among piles of docu- 
ments recording the futility of bucking economic law. In 
the rooms where big business once trembled before them, 
bored and powerless officials who then talked arrogantly of 
a new age await the drab end, ignored if not forgotten. 


Grand assault by millers, packers and others on the 
A A A processing taxes may be the beginning of the end 
of the remaining one of the two economic control ventures 


of the New Deal. 


personal affairs may have something to say about that. 
While there is little chance that Congress will go off and 
leave the tax legislation until next winter, there will be a 
tendency to hasten action as the dog days jog along and 
things political and personal become more insistent. After 
the Ways and Means Committee produces a bill Con- 
gress may move rapidly to action and adjournment. In the 
meantime, look for rather summary action on all pending 
“must” legislation. 

Speaking of personal influences, the chief peeve 
members of Congress have at the President just now is 
that his tax play has kept them in Washington when 
they were all set to go home by now. And that’s the 
truth! 


The delinquency of diplomacy was never better illus- 
trated than in our failure to sternly demand observance 
of the Kellogg pact to outlaw war. Italy signed the Kellogg 
agreement and is flouting it 100 per cent in her persecution 
of Abyssinia. Yet Hull could do nothing else. 


Lobby inquiry will do the Administration more harm 
than it will business. Of course, Washington is overrun 
with lobbyists—and that is the best sign I know of pointing 
to the return of normalcy and democracy. For a time only 
one kind of lobbyist was respectable—government officials, 
the representatives of labor, and farmers who championed 
Administration measures. All other meddlers with legis- 
lation were considered public enemies. N R A later made 
coded business men respectable, and being respectable 
Congressmen were not afraid to be seen with home-town 
business men when they came 
to Washington. In _ recent 





Encouraged by the success 
of the rough-and-tumble fight 
against the utilities bill oppon- 
ents of other legislative mod- 
ernizations are becoming 
bolder. At a recent confer- 
ence of “right-thinking” pro- 
pagandists it was stated that 
it is no longer politic to apolo- 
gize for suggesting that New- 
dealry may not be identical 
with Utopia. At public meet- 
ings and in the press, the 
chances of getting a hearing 
for a suggestion that all wis- 
dom is not in captivity at the 
White House were described 
to be about 200 per cent bet- 
ter than they were a year ago. 


“bourgeoisie.” 


its pockets. 


tution. 


Conservatives should be 
warned, however, against kid- 
ding themselves into over-con- 
fidence. The twenty million 
people who are on relief are 
not writing many letters to 
the newspapers, but the 
chances are that most of them 


Washington Sees— 
Presidential “fall” following proverbial pride. 
But it’s only a stumble. 


Congressional revolt marks receding tide of 
President’s popularity 


Democratic party managers get jitters as 
wheelhorses report wholesale defections. 


President advised to rest on his laurels and 
give business a chance after tax bill picks 


President firmly set for revision of the Consti- 


Wagner law to be banned by the courts, but 
not until A. F. of L. has mastered industry. 


Supreme Court to be encouraged “to disap- 
prove itself to death.” 


Social vengeance tax proposal to be turned 
into real revenue bill— 


But with a sting for moderately low incomes. 


months the situation has been 
turned around, and many Con- 
gressmen dread to be seen 
with such Presidential lobby- 
ists as Thomas Corcoran, who 
has a nominal job in the R F C 
and puts in all his time trying 
to sell Felix Frankfurter social 
philosophy to Congress. Cor- 
coran’s usefulness as a lobbyist 
is about over. He and his 
“intellectual” friend, Cohen, 
are accused of writing a num- 
ber of the President’s bills as 
they would not have been 
written if Congress had been 
“onto” them. Congress is now 
in that position and resentful; 
also “horrified” at realistic 
type of lobbying practiced by 
the brain-trusters. 

After all, the only dif- 
ference between a lobbyist 
and any other citizen is 
that he has the price of a 
ticket to Washington. They 
would all be here if they 
had the price; not having 


at least with the 








think this is a pretty rotten 
world and are inclined to be 
strong for a President who is so deeply interested in them, 
whether his economics be sound or not. The labor leaders 
are all with the President and so are most of the farmers. 
The papers may be lukewarm but the hundred government 
press agents and franked mails are getting more ardent. 


Hard to figure out adjournment of Congress before 
the middle of August, but Washington summer heat and 


it, they write letters. And 
I think that in the utilities scrap the letters that came 
from the home district people, telling about what was 
happening to their stocks and bonds—not form letters— 
were more effective than the personal calls and all the 
releases. The utilities got into the fight too late and, in 
a panic, overplayed their hand. Three hundred thousand 
dollars expended where thirty thousand would have 
done, if spent earlier, has not helped their cause. 












Business? 


Roosevelt Shapes the Issue 


Monetary or Credit Inflation? Regulation or Freedom for 


Government in American or European Style? 


By THroporeE M. KnapPEen 


OLITICS is the science and art of government. It is 
also the well known game of management and control 
of political parties and of government. 

In both senses of the word politics is always with us— 
mortals of all races and conditions. Whether a nation be 
a despotism or a republic, the politics of the person and 
the party as well as the politics of great affairs of state is 
always present. In the former it may be little more than 
the intrigues of the harem and the court, and in the latter 
of no better grade than corrupt bossism. In either it may 
be the lofty work of great and patriotic minds devoted to 
the welfare of the State. 

On the eve of a national election the United States is 
exposed to a virulent attack of both sorts of politics. In 
the status of the moment business is struggling with new 
laws, past, present and prospective. From now on until 
November, 1936, it will have to contend also with the 
politics of parties and candidates, with great struggles of 
power over fundamental national policies and with the 
petty devices and little tricks of party manipulation and 
creation and direction of public opinion. Always and 
everywhere politics is a blend of high statesmanship and 
low scheming for personal! and party advantage. 

The New Deal is a noble concept, practicable or im- 
practicable, revolutionary or evolutionary, but 1n attain- 
ment and in application it is as much a matter of practical 
politics as getting a job through your district leader. 


President Is a Politician 


President Roosevelt is a leader who aspires to statesman- 
ship and plays politics all the time. In this country states- 
manship without politics cannot exist. Holding, as a 
statesman, to new concepts of government with particular 
regard to economics, Roosevelt’s Administration has been 
from the start a continuous eccentric factor in the business 
life of the nation. In the past 30 months a swarm of laws 
has been enacted which deeply affect the operation of 
business. In finance, we have abandoned the gold standard, 
flirted with bi-metallism and fiat money, dabbled in silver, 
extended governmental supervision and control of credit 
and private finance, experimented with public control of 
the entire field of business, great and small, applied the 
doctrine of economic planning through politics to agri- 
culture from the grass roots to the consumer, undertaken 
the ownership and operation of certain businesses, sought 
to break up the whole fabric of the creation and operation 
of the public utilities, made the care of the multitudes of 
unemployed a Federal rather than a state responsibility, 
gambled stupendously with the use of public funds to 
hasten business recovery, and have, on the law books, sub- 
jected business to the potential if not actual domination of 
the American Federation of Labor. 
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We have taxed some businesses and all consumers for 
the sole purpose of subsidizing other businesses, and have 
undertaken to tax virtually all business billions a year, as 
employer, for the establishment of insurance for the un- 
employed and pensions for the aged. We have put millions 
on the public payroll merely for the purpose of giving them 
jobs and cash. We have increased the public debt from 
$21,000,000,000 to $29,000,000,000. The Government 
has become owner and in some cases actual operator, 
through loans and investments, of railroads, banks, insur- 
ance companies, municipalities and thousands of miscellan- 
eous business enterprises. The National Government has 
become an insurer of borrowing for building and rebuilding 
—business and residential—and in one capacity or another 
has sought to write down and rearrange some five billions 
of home and farm mortgages through guaranteed loans to 
that extent. 

Finally, Congress whipped on by the master in the White 
House (stung in turn by the Louisiana tyrant of the vulgar 
and the settled LaFollette detestation of private wealth) 
bas now tackled the problem of redistributing wealth 
through the instrument of income and inheritance taxation 
and a general program of opposition to bigness in 
corporations. One New Deal executive has described the 
present national scene as a scrap between the haves and 
haven’ts, and it is no exaggeration to say that there is not 
an individual in the country who has escaped the direct 
impact of Federal innovation on his material life besides 
the general incidence of sweeping changes which look 
toward the replacement of economic individualism by 
collectivism. 


Inflation Always in the Making 


The financial policies and fiscal operations of the Govern- 
ment have poised the threat of inflation every minute since 
March, 1933. Deriving from several sources, the chief 
fountain head of this menace at present is fabulous spend- 
ing united to improvident taxation. No nation ever for a 
long period has endured an excessively unbalanced budget 
without plunging into inflation—monetary, credit or both. 
The last fiscal year closed with a deficit, fifth in succession, 
of $3,000,000,000, omitting sinking fund payments—which 
is more than the ordinary cost hitherto of the entire outlay 
for all the functions of the Federal Government. While 
revenues have increased there has been no increase of 
taxation to meet these terrific deficits. As a sort of after- 
thought some attention is now being given to the fiscal 
effects of the soak-the-rich taxation which the President 
has demanded. As originally proposed this measure could 
hardly raise more than $400,000,000—-which is not half 
enough to pay the interest on the national debt. The only 
orderly sort of taxation that will meet the fiscal crisis which 
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looms ahead is an almost universal taxation of incomes or 
else a broad sales tax. The latter is a tax on spending and 
the former is a tax on making wealth; the one discourages 
spending and the other discourages production. All taxes 
are bad from an economic point of view, but the income 
tax has the merit of not being levied where there is no 
cost. By broadening the base of income taxation and 
raising the rates in the lower and middle brackets it would 
be possible to add $500,000,000 a year, which added to the 
soak-the-rich schedule which sounds fat but cuts thin 
unless it becomes extortion, would start the painful climb 
out of the hole. 

With business back to its old volume, we might endurably 
get $1,500,000,000 a year out of income, altogether, and 
soon be back in the black ink, provided we could simultan- 
eously trim expenditures. Once it were an undeniable fact 
that we were steadily restricting outflow from the treasury 
and expanding inflow, there would be no fear of inflation 
from unavoidable monetary manufacture. There need be 
no printing press inflation and no forced or scared credit 
inflation—no inflation born of want or fear. Good to 
think of—all this—in terms of ethereal finance, but there 
will be no heavy taxation of average incomes and none at 
all of the small ones just before the battle royal of 1936. 
But, shooting at a few great fortunes in haste, the President 
has unwittingly prompted Congress to tackle deliberately 
the touchy problem of general increase of the revenues. 

An overflowing treasury is no guaranty against automatic 
credit inflation—the inflation first of business expansion 
and then of boom recklessness. In a sense every business 
growth is at once a cause and result of credit inflation. 
Taxation can check it only as it becomes heavily oppressive. 
We have the makings now of the greatest credit inflation 
we have ever known. It only needs a touchoff. There is 
no effective means of keeping banks from manufacturing 
bank check money and shoveling it out in heaps, except the 
self restraint of the banks themselves. No power which the 
Federal Reserve now has or may have under contemplated 
legislation can impose a general check on excessive lending 
if the easy money fever should again run riot in banks and 





borrowing public. Open market operations might be effec- 
tive in the early stages of the fever, but not when it rages. 
The boom of 1928 and 1929 was the boom of 25,000 banks, 
mostly gone crazy. There is no insane hospital for crazy 
banks. A highly centralized banking system, controlled 
by a few coolheaded men, might prevent a boom from 
starting, but we haven't got it and are not likely to have it, 
though Mr. Roosevelt would like to have it in his power 
to expand or restrict; indeed, to regulate the loans of all 
banks. 

Since the sharp rebuffs the President received at the 
hands of Congress in respect of the utilities measure and 
his red-hot rush for immediate enactment of wealth-extract- 
ing taxation, there have been many grave and reverend 
councils of the elder statesmen of the Democratic party 
and many fiery caucuses of the brain-trusters and brain- 
stormers. The conventional leaders of the party, being 
the outstanding seniors of the Democratic membership of 
the House and Senate, fear that the President has gone far 
too far in the direction of Socialism and has perhaps invited 
the contempt of the country by his fallacious technique. 
What they would like is to have the President abandon his 
unofficial advisors and plot his course according to the 
realistic ideas of the veterans. At present they know that 
as a practical politician the President feels that he must 
gather behind him in the campaign of 1936 the whole 
motley crew of so-called radicals all the way from sane 
Liberals to plain nuts. The President undoubtedly be- 
lieves that the present mood of the country, the politically 
effective numbers of those who have not and want, is con- 
siderably greater than those who have and want not. Some 
of the realistic political veterans who are long on tactics 
and short on ethics, agree with him, but the consensus of 
opinion among the hard-headed is that Upton Sinclair hac 
the right idea when he said that America was no place for 
formal socialism because socialism is the polity of the 
proletariat, whereas in America scarcely anybody admits 
that he belongs to the proletariat, and a great majority of 
the people are really middle-class when measured by the 

(Please turn to page 369) 
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Will America Go Radical? 


The Time Has Come for Business and 
Business Men to Stand Up and Fight 


By Epwarp F. Hutton 
Chairman of the Board, General Foods Corp. 


HAVE come to the reluctant con- 

clusion that this country is headed 

inevitably for regimentation indus- 
trially and socially — unless business 
and business men shake off their in- 
difference, cast aside the cloak of de- 
fensive silence in which they have 
vainly sought shelter and henceforth 
fight openly to their utmost vigor for 
the rights of their stockholders and 
themselves. 

To do so is the simple duty of every 
ofhcer of every corporation. To hold 
back out of the ancient reluctance of 
the business man to involve himself in 
any form of political activity is inde- 
fensible under present conditions, for 
politics—and not business—started this 
fight. 

It is no longer sufficient for manage- 
ment to rest content with a routine job 
of production and selling and an equal- 
ly routine report of its stewardship 
forwarded from time to time to share- 
holders. The demagogic political at- 
tack on American business today is an 
attack on all the owners of business, of 
whom the vast majority are small, 
rather than large, owners. To combat 
this attack to the limit of his vigor 
and resourcefulness is just as much the job of the corpo- 
rate executive as it is his job to handle wisely the finan- 
cial, production and distributing problems of his company. 


A Duty Shirked 


Does the history of our large scale enterprises during the 
past few years indicate that our so-called industrial and 
financial leaders have fully appreciated their responsibilities 
or their obligations to their stockholders, particularly their 
small stockholders who are the real backbone of all Amer- 
ican business? Faced with all sorts of political raids on 
their reputation for integrity and sincerity as well as 
upon their business methods by radical groups, have 
they recognized what a tower of strength this army 
of small stockholders—and there are millions of them— 
might be if some one would only tell them what it is 
all about? 

I am sorry to say that the answer is an emphatic “No.” 
Bankers, insurance company executives, public utility and 
ether corporation officials have climbed up on a platform 
of dignified silence. There they have stood content to give 
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Edward F. Hutton 


a pro forma account of their steward- 
ship. Management has not kept its 
oath of office—an implied oath even 
though it did not go through the form- 
ality of a public ceremony. 

These business, industrial and fin- 
nancial leaders have permitted the 
demagogue, the radical and the agita- 
tor to tear down their institutions in 
the eyes of the public. Recently the 
bankers have started to put up a fight 
to regain the confidence which, by all 
rights, is theirs, but by their past silence 
they stand convicted. It is doubtful if 
5 per cent of their stockholders or de 
positors know what the administration 
banking bill really means. 

Almost every adult person in the 
United States who is not on a govern: 
ment dole is the holder of some kind 
of an insurance policy. Insurance com- 
pany reserves which are held in trust 
for the protection of these policy hold- 
ers are invested in a great variety of 
securities. Legislation, proposed or 
enacted, which affects the value of 
these securities affects the reserves and 
reduces the security which insurance 
has to offer to its customers. What 
have the insurance companies done 
to explain to their policy holders the meaning to them of 
governmental attacks on the public utilities, on the rail- 
roads, on the banks or on industry generally? Very, very 
little if anything at all. 





Passive Resistance Never Wins 


The public utilities—electric, gas and communications— 
have built up the greatest public service the world has ever 
seen. Three years ago the electric light and power indus- 
try, smarting under unjustified attacks by the Federal Trade 
Commission and the radical press, went into the silences. 
Its leading executives were quite sure that the “truth would 
prevail” and that their position was impregnable if they 
would remain silent. They did not even attempt to de- 
fend themselves before their own stockholders. 

The result is the present hydro-electric policy of the 
Federal Administration plus such legislation as the Wheel- 
er-Rayburn Bill. Back of both is a very definite purpose 
to destroy all privately owned and operated public utilities 
and replace them by a nation-wide system directed by poli- 
ticians in Washington. Now these executives are trying 
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frantically to get their story across to their stockholders, 
their customers and the public generally—it is a bit late. 
They are locking the stable door not only after the horse 
is stolen but after it has been sold to the glue factory by 
a group of professor radicals. 

Some time after the war public opinion forced the turn- 
ing back of the railroads to their former owners. It was 
discovered that government operation had cost the tax 
payers $1,600,000,000 and that the railroad properties 
were a physical wreck. Today the railroads are in hock to 
the Federal Government. It may very well be that sooner 
or later they will have to be turned over to the Government 
it they are to be kept in operation. What are the rail- 
roads telling their stockholders, their passengers and their 
shippers of freight? 

We see by the papers that the Government is going to 
spend some hundreds of thousands of dollars investigating 
the American Telephone & Telegraph Co. What is be- 
hind this proposal? Have the radicals who seem to be 
guiding our destinies decided to tear down that great 
system and break the telephone business into thousands of 
little companies, returning our telephone service to the 
service of 40 years ago? What is the A. T. & T. doing to 
tell its stockholders and the millions of telephone subscrib- 
ers about the situation which it is facing? 


Business Still Afraid 


In spite of the smashing decision of the Supreme Court 
of the United States, which promised it at least a breathing 
space, industry is still frightened. Our banks are bursting 
with money which they would like to lend to legitimate 
borrowers for the purpose of extensions of business, speed- 
ing up the movement of capital goods and the re-employ- 
ment of millions of workers who prefer jobs to charity. 
What is industry doing to gain the co-operation of its 
stockholders and employees? Any type of legislation which 
interferes with the activities of industry automatically stops 
the employment of labor and 





First of all he wanted to know why General Foods was 
not spending a little of its surplus in educating its stock- 
holders with regard to political and governmental activi- 
ties which might be harmful to their interest? He wanted 
to know what effect the radical program of the present Fed- 
eral Administration would have on this company and on the 
savings which he had invested in it. Would steadily in- 
creasing taxes eventually reduce our dividend rate? He 
had always understood that General Foods was a holding 
company and it seemed to him that if the administration 
could jam through a bill destroying public utility holding 
companies it could jam through a bill destroying holding 
companies of all kinds. He also wanted to know about 
the processing tax. To him it looked like a doublebarrelled 
shot at the tax payers, increasing their cost of living. I 
explained to him that the processing tax is just exactly that 
-—once more John Public must pay the bill. 


Responsibility of Management 


He then told me flatly that in his opinion the officials 
of this corporation could not discharge their obligations 
to the stockholders by rendering a satisfactory annual re- 
port as to the state of business and calling it a day. To 
him the responsibility of management means a great deal 
more. I agree with him. 

As long ago as April 29, 1935, I wrote a letter to Wil- 
liam Randolph Hearst which he saw fit to publish in the 
editorial columns of his papers. In this I said, among 
other things: 

“Never before in the history of America has any presi- 
dent had the patriotic endorsement that Mr. Roosevelt 
has had during the first year and a half of this term. No 
one can contradict that statement. During that time we 
watched the development of the pronounced socialistic ten- 
dencies which were promulgated. 

“But with the platform of silence which has been taken 
by industrial leadership, the business activities of this coun- 
try of all types have been 
judged guilty as a result of the 





reduces the purchasing power 
of the nation as a whole. What 
interest has management taken 
in this type of legislation? 
None, that I know of. If 
management had been inter- 
ested in government and had 
supported Congressmen and 
Senators in respect to proper 
legislation we would not be 
where we are today. 

The day after the last an- 
nual meeting of the General 
Foods Corp. one of our small 
stockholders from  up- state 
called at the office and asked 
to see me. If more of our 
corporation officials would just 
spend a little time talking to 


rights. 


ness leader. 


Under present conditions the obligation of 
corporate management to its stockholders goes 
beyond matters of finance, production, distri- 
bution, accounting and reports. 
attack on business is an attack on the millions 
of small investors who have a stake in business. 
The duty of management is to fight for their 
Have corporate executives shirked 
this responsibility? They have, in the opinion 


of the author of this article, a prominent busi- 


attacks which have been made 
by the radicals, demagogues 
and the agitators. Their 
words have carried conviction 
through the country into the 
hinterlands. These men do 
not assume any responsibility 
for the correctness of their 
statements. Yet business shas 
no platform of defense. 
“There are sufficient facts 
on the desks of the business 
men, if courageously expressed 
and disseminated into the hin- 
terlands, which would quickly 
offset the voices of these dema- 
gogues who are hooting their 
communistic theories like the 
owls among the ruins of the 


Demagogic 





“small stockholders from up- 
state’ they would learn a lot 
about their obligation to those same stockholders. 

This man congratulated the company on our annual re- 
port and on the general state of our business. He told me 
that he had bought his few shares in General Foods as an 
investment just as he had bought a few shares in a number 
of other corporations. He is a small-town man who has 
worked hard, saved his money, invested it to the best of 
his ability, and expects his savings to work for himself and 
his wife in his old age. He was frankly worried and had a 
number of questions to ask. 


world. They offer nothing 
constructive, but attempt to tear down, so that they, per- 
haps, can find a place in the sun for their own political 
advantage. 

“The radicals and the demagogues have built up class 
distinction and class hatred and their desire is to pull down 
the men of competence to the basis of the man of incom- 
petence.” 

All of which brings us back to the small investor and the 
ultiraate consumer. They are the ones who suffer because 

(Please turn to page 368) 
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Significant Foreign Events 


By Gerorce BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


A byssinia—Will There Be War? 


The war clouds hovering over Abys- 
sinia remain heavily charged with mys- 
tery and whether they will precipitate 
a conflict lies on the lap of the gods— 
or, to be more specific, on the lap of 
the British, We do not know what 
Mr. Eden said to Mussolini at the 
recent conference in Rome, nor what 
Mussolini said to Mr. Eden. Sir Sam- 
uel Hoare, Foreign Secretary, in his 
address to the House of Commons, 
questioned whether Italy was justified 
in “plunging into war” against Ethi- 
opia, but expressed a sympathetic un- 
derstanding of the Italian need for 
foreign expansion and conceded the justice of some of 
Italy’s criticisms of Ethiopia. Indeed, Britain’s good will, 
said Sir Samuel, extends both to Italy and Ethiopia and, 
for that matter, to Germany and Japan and France and 
the United States and all the world. Britain loves everybody 
and wants to help them. For the League of Nations, 
flouted by Germany and Japan and now threatened with 
Italy’s withdrawal, he entertains the utmost solicitude and 
faith as “the key to collective security.” 

Stripped of the platitudes, Sir Samuel’s speech reveals 
exactly nothing as to British policy in the present dispute. 
That the moral intervention of the United States, most 
prudently voiced, will have any effect is much to be doubted. 
The brutal reality is that the division among the great 
powers today is between those which have enough territory 
and those which have not. In the former class are Britain, 
France, Russia and the United States. In the latter are 
Germany, Japan and Italy. On a final show-down the 
territorial Big Shots would have to choose between com- 
promise and force. Britain, with control of the Suez 
Canal and an all-powerful navy, has a neat way of playing 
both compromise and threats of force. She may yet pull 
the Ethiopian chestnuts out of the fire while Mussolini 
continues to rattle the sword. If not, the Italian army has 
a tough job ahead. 


* * 


Stabilization Still Far Off 


One thousand businessmen from thirty-nine countries 
drew a closing resolution on June 29, in Paris and voted 
it unanimously in the fashion in which similar documents 
are voted by assemblies not immediately called upon to 
take action; that is to say with at least mental reservations. 
The well-chosen eleven points are practical, businesslike 
and include: exchange stabilization, elimination of internal 
and international debts, balancing of budgets through eco- 
nomies rather than taxation, settlement of trade obligations 
by goods and services, conclusion of bi-lateral trade agree- 
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ments with the addition of the most- 
favored nation clause as mitigation of 
trade barriers (but only until a free 
current of trade is re-established), and, 
significantly, the removal of paralyzing 
state control. 

Stabilization of currencies unques- 
tionably provided the main topic. It 
also provided the fireworks when Lord 
Luke of Pavenham, heading the Brit- 
ish delegates, opposed immediate stabi- 
lization on a gold basis. Said his Lord- 
ship: “Stabilization of exchange rates 
and removal of excessive trade barriers 
should go hand in hand, but trade 
barriers should go first as stabilization 
would be impracticable so long as trade 
is in the dumps; the only remedy for this in turn is liberty 
to settle balances through goods and services.” The United 
States and France, however, agreed on the necessity of an 
immediate re-establishment of fixed gold parities. 

Doubtless the diverging views are due to a failure to 
distinguish cause and effect, and to a certain extent the 
means and the end. Thus the French are foremost to claim 
immediate stabilization; to them it is an ideal, an end in 
itself, the magic remedy which will settle all difficulties 
and automatically return prosperity. Why so? Because 
the French are a nation of little capitalists living from 
pensions or small incomes which they fear will evaporate 
with devaluation. There is also the pressure of competition 
from the sterling and dollar blocks and a further fear of 
increased hardship should there be competitive depreciation 
of Anglo-Saxon currencies. Because the British are traders 
first and last they feel that it is far better to trade without 
gold than to starve with it; they are also better aware of 
the fact that it was the strangling of foreign trade rather 
than abandonment of the gold standard that led to the 
present state of affairs with its attendant devaluation alarms. 


* * & 


Belgium’s New Deal Socialism 


Belgian political and financial stability, which had seemed 
assured through the energy with which the young Premier, 
Van Zeeland, has linked the fortunes of his country to 
the policies of the “New Deal,” were badly shaken during 
June when the first signs of that hostility which must 
apparently oppose New Deals on either side of the Atlantic 
became evident in Brussels banking centers. Quotations 
for the newly converted 4 per cent Unified Rentes—which 
successfully replaced during May a whole series of internal 
debts ranging in interest charges between 4!/2 per cent 
and 7 per cent—began to fall. 

The experiment has drawn what profit it can from re- 
valuation of the national currency, and now the Socialists 
feel it advisable to scuttle the New Deal’s enterprising 
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crew before other points on its program can be realized. 
Actual accomplishments to date, checked to the credit of 
the New Deal: (1) an actual saving of about 620 million 
francs on the public debt effected through the recent con- 
version operations; (2) an immediate improvement of cus: 
toms receipts during April and May, the two months 
directly folowing the inauguration of the New Deal and 
the devaluation; (3) a similar improvement during the same 
months in tax receipts, which exceeded budgetary expecta- 
‘tions by 125 million francs. Reproaches made against the 
' government by bankers: (1) an inevitable budgetary deficit 
'which cannot fail to attain 450 million francs; (2) a 
i decided tendency to control credit operations and super- 
vise security issues, both of which form essential planks of 
any New Deal platform and both of which rouse the 
opposition of conservative financiers. 

Given the strength of the Socialist party in Belgium, and 
its program tending toward the nationalization of the banks, 
any commission of control erected harmlessly enough by 
a government representing all the national forces, like the 
Van Zeeland Ministry, might later prove, in the hands 
of another government representing the Left alone, a dan- 
gerous weapon of “Etatism.” It is in order to oppose 


the establishment of such a commission of control that 
certain eminent bankers are said to be gunning for Van 
| Zeeland. The latter has issued a confident message of 


success, construed as an admission of failure. The bank 
control measure, as projected, vests in a group of techni- 
cians nominated by the National Bank, the power to advise 


' stock exchanges against admitting certain suspected new 


issues, to veto banks’ plans for industrial financing if their 
scheme fails to meet approval and at all times to follow 


) closely all movements of credit and pursue all necessary 


investigations connected with this task. It constitutes a 
big-bore cannon aimed 
at banking. The pres- 
ent government will set 
it up, but will not lead 
it heavily. A socialist 
cabinet might put 
in a charge fit to burst 
the country. 


* * * 


The Balkans—Eng- 
land Pulls the 
Strings 


Deliberate, astute, 
British finance effects 
the reorientation of 
ownership and finan- 
cial participation in 
the Balkans by discreet 
sale of certain isolated 
packets of Continental 
















shares during the past 
few months. These 
sales have been made 
by the Monaco Hold- 
ing Co. established three years ago to take over the 
foreign assets of the Austrian Credit-Anstalt. Unbroken 
link between past and present, the Hapsburg empire did 
not really crumble until the current crisis. The Treaty of 
Saint-Germain precipitated the immediate political disinte- 
gration of Austria-Hungary, but failed to sever the finan- 
cial bonds which made Vienna the capital of Europe from 
the Alps to the Black Sea. Gradually the large Vienna 
banks have been forced, however, to bring their financial 
holdings into accord with new frontiers. When the Aus- 
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trian Credit-Anstalt collapsed, so disturbing the credit 
structure of Europe that many observers trace back the 
origins of the most acute phase of the crisis to Vienna, it 
still held more than 160 million schillings’ worth of assets 
in the Balkans. At the same time, this banking institution 
owed foreign creditors, primarily British concerns, although 
American, French, Belgian, Swiss, Italian and German 
enterprises were also represented, 422 million schillings. 
During the liquidation of the troublous Austrian situa- 


-tion, Vienna bankers commented upon the difference be- 


tween American and London methods: The immediate 
liquidation of claims for a fraction of their value by repre- 
sentatives from New York, and the placid acceptance of 
temporary debacle and frozen assets by the British. 

In so far as the government of Austria shares with the 
British and other foreign creditors, the direction of the 
Credit-Anstalt and indirectly of the Monaco Holding Co. 
must remain acutely sensitive to the disposition of British 
interests in credit extensions, all of which characterizes 
London overseas banking procedure. Hence, under the 
direction of a super imposed British dictator, the Monaco 
Holding Co. cannot help but be influenced by the policy 
of the power which exerts the largest authority among 
foreign creditors; stands ready with more money to meet 
emergencies, and abstains most courteously from immediate 
cashing in, although it means eventual mastery. 


* * 


The American-Soviet Trade Agreement 


Although not in itself particularly important, for it 
will raise our exports only something in the neighborhood 
of $15,000,000, nevertheless the trade accord between this 
country and Russia which has just been effected is important 
for the principles in- 
volved. We are still 
timorously feeling our 
way but gradually the 
recognition is dawning 
that we cannot expect 
to sell unless we buy. 
Under the latest trade 
agreement, which runs 
for a year and can be 
renewed indefinitely, 
Russia agrees to make 
purchases in this coun- 
try during the coming 
twelve months of $30,- 
000,000. In 1934, she 
spent about $16,000,- 
000 here and in the 
previous year slightly 
less than $15,000,000. 
Thus, the accord will 
roughly double our ex- 
ports to Russia. In ex- 
change, the Soviet is 


to receive tariff con- 
cessions, of which 
the most important to her is that on manganese. We our- 


selves under the protection of a high duty have managed 
to produce a little of this mineral, so important to the steel 
industry. It was, however, only a fraction of our needs 
and here we were handicapping the whole steel industry to 
artificially shelter a mere handful of people. With the 
greater number of dollars which the Soviet will obtain 
from her increased shipments of manganese and other 
products she will buy from us increased amounts of ma- 
chinery and equipment that she so sorely needs. 
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these were more interested in gambling in securities than point that investment is an individual tailoring job. Itis—# ™ 
in investment—an immense distinction. Unfortunately, hoped that in this way the investor will be given a prac f ha 
however, the problem of investment in the true sense of tical guide to the solution of his own problems. i 
the word was never more difficult of solution than now. One invests today with the same objective as yesterday;f} 
The man with money today, whether it be a little or a lot, the only difference is that now it is less easily attained B 
is confronted with all kinds of new problems. Not only The investor is seeking security, always. He has saved; he Ww 
must he consider the ordinary economic forces affecting wants his savings to work for him, if possible to appreciate, 0 
investment, but the fear of inflation has risen to plague and to remain intact and at his command. But becaue 
him, while he is bedevilled on the other hand by the possi- the worth of everything is measured in dollars, there is ¥ a 
bility of confiscatory taxation. a tendency for the investor to attack his problem solely af 
The way to the solution of the investment problem today from the monetary standpoint. He imagines that should ’ 
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lies through a careful tailoring of the existing material to 
the individual’s own needs. He must take into considera- 
tion not only the cash and securities in his possession, but 
also his family, his salary, his life insurance and all the cir- 
cumstances which surround him. Each factor must be 
weighed for its influence on the whole; only in this way 
can a sound, intelligent policy be formulated. 

One often hears the term a “sound investment”. But 
how misleading it is apt 


he have a thousand dollars today and have the same 
thousand dollars tomorrow, all is well. But is it? Yes, if 
the thousand dollars tomorrow will buy as much or more 
than the thousand dollars today, but if it buys less there 
will have been a loss. If the individual would only bear 
in mind at all times that it is really in goods and services 
that he invests and that it is goods and services that he 
hopes to obtain in the future, the problem would be seen 

in a much clearer light. 
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and rise substantially, with a directly adverse effect 
upon the investor who has concentrated upon mone- 
tary safety in gilt-edged bonds. On the other hand, 
suppose another unlikelihood—that the public utility 
“death sentence” (had it gone through) or some such 
legislation brought about a wave of deflation through- 
out the country, would not the man who had con- 
centrated in common stocks or other equities be 
hard hit? 

Thus, the spirit of compromise must rule in invest- 
ment. Bonds will have to be bought in order to 
attain monetary safety for part of the investor's 
principal and stocks will have to be purchased 
order to profit from recovery or as a measure of 
insurance against rising prices. What proportion of 
the portfolio will be placed in each type of security 
will depend upon the outlook; it is perfectly logicai 
to increase bond holdings and decrease stock holdings 
and vice versa according to the business prospect. 

When it comes to a consideration of what type 
of bond or what type of stock shall be bought, the 
ultimate selections will be the result of a number of 
considerations. The investor must determine the 
degree of safety that he requires for his money capi- 
tal and, by so doing, greatly cut down the number 
of bonds from which his ultimate selections will be 
made. Those that require a high degree of safety will 
have to guard against purchasing any great number 
of bonds selling close to, or above, call price, fcr 
today scores of enterprises are finding it profitable to 
redeem their fixed income securities and replace them 
with others bearing a lower interest rate. What the 
corporation gains, of course, by achieving lower fixed 
charges, the investor loses. It is so difficult to obtain 
a reasonable return on capital in the present setting, 
and is not unlikely to be more difficult in the 
future, that no investor will deliberately put his 
head in a noose by achieving too heavy representation 
in bonds and preferred stocks which are likely to be 


called. (Please turn to next page) 














Table 2—Retired Business Man 
63 Years Old. Wife Sole Dependent. 


Approx. 
Present Position Current 
Value 
15M Treasury 334s, 1946/56. .$16,500 
5M Alleghany Corp. 5s, 1950.. 940 
= im Corp. of Am. Bs, 
cn, eT eee ee 3,210 
ai Armour & Co. 4's, 1939... 5,200 


10M Associated G. & E. 5s, 1950 2,400 


10M Atchison T. & St. Fe Gen. 
4s, 1995 
— & Ohio Ref. 5s, 


11,000 


tells Fare lit ne ita tate at 8 ak bh or 720 
on i Service 5s, 1950. 3,180 
nae Con. Gas of N. Y. Deb. 4%s, 
ia 5.8 se oheeSidlw abana daanls 6,480 
= oe Tel. & Tel. 5s, 
937. 5,330 
10M Den. ‘& “Rio Grande 5s, 
. 1,000 
ie ell ‘Ref. se, 1975. Pea ctieake 3,200 
10M 2 Theatre Equip. 6s, 

i earn enn ieare Serr are 1,100 
20M a: Vending 6s, 1937. 2,200 
5M Int. Hydro Elect. 6s, 1944. . 1,900 
= ee Pacific 5s, “F” 

2,700 
a ee Y, N. H. & Hart. rn 1955 1,500 
= oo & Southern Ref. 5s, 
Mamiievahih Maceeta ohio Waals 900 
iis din Ga, 2064. .... 1,400 
3M Union Pacific ist 4s, 1947.. 3,360 
50 Air Reduction. ; 7,100 
100 Am, Machine & Foundry. 2,200 
100 Associated Dry Goods..... 900 
500 Budd Mfg.. .. 2,500 
200 Goodrich..... . 1,600 
100 International Nickel .. 2,700 
300 Int. Tel. & Tel..... 3,000 
200 Maytag..... 1,400 
1000 Otis Steel.......... 5,700 
200 Remington Rand.......... 1,800 
200 Union Carbide... . . 12,600 


| business cycle. 
doubtedly recover, but the ma- 





CRITICISM 


This type of portfolio is very 
common. It denotes a hap- 
hazard investment policy car- 
ried on over a long period of 
years, coupled with an obstinacy 
which refuses to liquidate when 
things go “sour.” This port- 
folio is a mixture of the very 
good and the very bad; it is the 
possession of a man who re- 
fuses to admit that his original 
judgment might have been 
wrong and who lives in the un- 
founded hope that all bad in- 
vestments must necessarily be 
made good by the turn of the 
Some will un- 


jority of defaulted bonds and 
the stocks of little value in this 
list will, in all likelihood, event- 
ually go the way of ali flesh. 
Besides, here is an elderly man 
with only himself and his wife 
to think of; why does he not 
follow an investment policy 
which will give him as large an 
income as is compatible with 
reasonable safety and proceed 
to enjoy his remaining years to 
the fullest possible extent? 
Thus, in this case it is suggested 
that possible recovery over the 
years of third grade bonds and 
stocks be ignored entirely, that 
they be sold and the proceeds 
placed in securities yielding.a 
return. 














Table 3—Business Man 


47 Years Old. Two Children, School Age. Business 
Income $9,000. Insurance $30,000. 


CRITICISM 





Approx. 
| Present Position Current 
| Value 
| Cash.... $7,000 

10M Treasury 3s, 1951/55. . 10,300 
| 5M Federal Farm 23s, 47. 5,000 

2M United Kingdom 5!%s, 
PO Sesto rock. 2,300 

3M Chicago, Burl. & poe 
4s, 1958. . 3,200 

5M N. Y. Central & H. R. 
Mtge. 34s, 1997...... 4,850 

3M A. T. & T. Coll. Tr. 5s, 
WOE ck ii posited 3,240 

2M Detroit Edison 4!%s, 
a eee 2,240 

6M Am. Smelting & Ref. 5s, 
HN FRORT esate reine se, 6,060 

2M Atlantic sien 5s, 
MSE Bae 2,140 
WenaAcT€ T.6 2.0.0... CD 
100 sh. General Electric.... 2,550 





It is always difficult to criti- 
cize ultra-conservatism in in- 
vestment practice; there is far 
too much of the other thing, 
with disastrous consequences. 
Yet, it is a fact that under cer- 
tain conditions, exaggerated 


| conservatism defeats its own 








ends. This man, for example, 
with his great proponderance 
of gilt-edged bonds is gambling 
that there will be no inflation 
—or even no great increase in 
the cost of living—in this coun- 
try. Moreover, he is taking 
this position in the face of a 
government which has stated 
its intention of raising prices. 

At the same time, his money 
income is smaller than it need 
be, taking into consideration all 
the safety that is necessary. 
Stated otherwise, he is paying 
for more safety than his present 
circumstances require. A num- 
ber of his bonds will mature 
shortly, others are likely to be 
called. It is suggested that 
some of these be sold now and 
the money so received, to- 
gether with a substantial part 
of the cash on hand, be em- 
ployed in the purchase of the 
better grade dividend-paying 
common stocks. 











Table 4+—Business Man 


53 Years Old. Oil Company Executive. Salary $36,000 


a Year. 
Approx. 
Present Position Current 

Value | 
2M Allis Chalmers 5s, ’37..... $2,020 | 
4M B. & O. 1st 4s, 1948..... 4,160 
3M Brooklyn Edison 5s, 1949.. 3,240 | 
5M Columbia Gas & E. Deb. 5s, 

BME So coticiia cee ase ewes 4,500 | 
3M Erie R. R. ‘Ref. 5s, 67. 1,920 
“= oo & Nash. Unif. so 

Lara 4,280 | 
100 sh. Amer. Bank Note pref... 6,200 | 
800 sh. Consolidated Oil pref... 88,000 
50 sh. National Biscuit pref.... 7,100 
50 sh. Am. Tel. & Tel.......... 6,250 
100 sh. Bethlehem Steel....... 2,700 
100 sh. Canadian Pacific....... 1,000 


18,076 sh. Cons. Oil.......... 144,000 


100 sh. Corn Prod. Ref........ 7,500 
50 sh. Procter & Gamble...... 2,500 
60 sh. Reynolds Tobacco...... 3,000 
50 sh. Sears, Roebuck. 2,100 
800 sh. Sun Oil. . 56,000 
1,000 sh. Stand. Oil of Calif. . 34,000 
Sundry = —— (cost 
$37,000 i EAR 





CRITICISM 

This is typical of a great 
number of accounts which we 
meet in the course of the year. 
Their owners usually are men 
who have sold out their busi- 
ness to a larger concern for a 
stock consideration. The busi- 
ness may be soap, a small chain 
of stores, or a small prosperous 
plumbing supply house. In this 
case it happens to have been 
oil. Now this man evidently 
knows oil and his investing is 
done on the theory that it is best 
to put the majority of one’s eggs 
in one basket and watch the 
basket. There is a_ certain 
logic in it, but the theory can be 
carried to an extreme. Nor 
does it matter what the caliber 
of the preponderant securities 
happen to be; the portfolio 
should be more evenly bal- 
anced. It should be noticed 
also that this man is an oil 
executive; his salary depends 
upon the ‘industry in which he 
has placed most of his money. 
Thus, his present position is 
still more out of balance. He 
should liquidate a portion of his 
oil holdings and, being short 
on bonds, should turn to this 
field first in considering candi- 
dates for reinvestment. Any 
balance remaining should go 
into a diversified selection of 


) common stocks. 


—Tl 
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Common stocks and 
second grade bonds and 
preferred stocks are more 
of a personal matter 
even than high grade 
bonds. It might be well 
for the investor today to 


38 Years Old. Three Children, 


= ; Approx. 
deliberately split t he Sata iain Gascens 
money he has available Value 
for investment in junior pcos 88 _. pied $270 
ies a gentine 6s, 1957/1960.. 9,600 
securities into several 5M Australia 6s, 1957......... 5,150 
portions and use it for 3M Belgium 6s, 1955.......... 3,150 
specific reasons. With 1M Buenos Aires 7s, 1952..... 650 
one portion he will con- roe erst aa gua ce 
ee openhagen 5s, 1952...... »550 

centrate upon obtaining 10M Denmark 414s, 1962...... 9,000 
return. There are still 8M French 7s, 1949........... 5,400 
many common stocks in 8M New South Wales 5s, 1957. 8,000 


various industries whose 10M Norway 5s, 1963......... 10,000 


> ‘ ° 8M Panama 5s, 1963.......... 1,800 
yield is comparatively 10M Sao Paulo 6s, 1968....... 1,600 
high and reasonably safe. 5M Tokio 5s, 1952............ 8,700 


Reference is made to cer- 
tain food stocks, to the 
manufacturers of shoes 


2M Chicago, Burl. & Quincy. 
EG WE os oso das munienns 2,200 


SR RE. 10 
and to a number of spe- 8M Am. Tel. & Tel. Deb. 5s 
cialties. Continuance of MBF Aono ee Le 8,960 
easy money will help 4M Cleveland El. Ill. 5s, 1939... 4,160 

: : 8M Georgia Power 5s, 1967.... 2,800 
such issues to resist any 6M Std. Power & Light Deb. 6s, 
decline that might hap- a OE LOPE LNG: 2,520 

5M Goodrich 614s, 1947....... 6,400 


pen to come into the 
general market and from 
that standpoint they will 
constitute a valuable re- 


2M Penn-Dixie Cement 6s, 1941 1,760 


n F 25 sh. Hercules Powder pfd.... 3,200 

serve which might be 25 sh. Procter & Gamble pfd... 2,900 
liquidated in the case 

q Sundry common stocks........ 6,200 





of a personal emergency.. 
There are, of course, 
objections. The type of 





Table 5—Widow 


Completed School. No Business Income. 


None of Whom Have 


CRITICISM 

With some few exceptions, 
the securities making up this 
list are sound. Indeed, so 
sound are many of them that 
they are selling above call | 
price; one or two are actually | 
on the verge of being redeemed. 
This observation applies not 
only to the domestic bonds, but 
to the foreign bonds and to the 
preferred stocks as well. The 
owner of this portfolio is sitting 
on the top of a volcano. She 
will wake up one morning to 
the discovery that she is to be 
the possessor shortly of thou- 
sands of dollars in cash—and 
no place to put it for the income 
on which she and her family 
depend. While one would 
hardly recommend the whole- 
sale liquidation of all securities 
selling above their call price, 
certainly in this portfolio some 
should be sold now and the 
funds placed in non-callable 
securities, or in something sell- 
ing far below the level at which 
it can be redeemed, in order 
that the imminently impending 
difficulty may be lessened. 
Another criticism of the list is 
that there is too great a propor- 
tion of foreign issues. True, 
most of them are sound, but so 
Jong as this country holds its 
quaint ideas about not import- 
ing goods, a portfolio over- 
weighted with foreign bonds is 
not to be recommended. Money 
obtained by this investor, from 
called securities, from secur:- 
ties sold in anticipation of a call, | 
or from an adjustment of the 
foreigns in her list, might well 
be diverted substantially to 
common stocks, for there is not 
adequate representation in 
these under existing conditions. } 

















stock of which we have 
been talking is seldom 
dynamic; it does not possess the speculative appeal of radio 
or aviation and even in the event of a great increase in 
general business activity such issues are likely to lag com- 
pared with their more enticing contemporaries. 

Another portion of the funds set aside for investment in 
junior securities should go into issues whose long-term 


of 


information. 


future seems the bright- 
est, stocks such as the 
chemicals and the manu- 
facturers of metal alloys, 
The best known of these 
currently are selling very 
high on a statistical basis 
and it might be well to 
exercise considerable cau- 
tion so far as the size of 
one’s commitment is con- 
cerned. Probably the 
greater capital appre- 
ciation from this point 
will be in the secondary 
securities in the same 
fields. But whatever the 
investor ultimately de- 
cides to do with this por- 
tion of his capital, cur- 
rent return will have to 
be a minor considera- 
tion. 

Having determined his 
major investment policy 
and erected the main 
framework, the  indi- 
vidual undoubtedly will 
find it profitable to 
watch for opportunities 
in miscellaneous securi- 
ties. These will include 
speculative bonds, pre- 
ferred stocks with or 
without dividend  ac- 
cumulations. The num- 
ber of opportunities that 
will come to the notice 
of any individual in this 


field will depend largely on his own acumen and sources 
All sallies in this direction, however, 
should be minor tactical operations, subordinate to the main 
program. Worked out along the lines suggested, it is felt 
that many investors will find their capital no longer a 
cause for anxiety. 











Sound Investment 


Bonds 


Brooklyn Union Gas Cons. 5s of ’45 
Public Service of N. J. 6s, perpetual 

New Amsterdam Gas ist 5s of ’48 
Pennsylvania Water & Power ist 5s of ’40 
United Electric of N. J. ist 4s of ’49 
Hudson County Gas ist 5s of ’49 

San Joaquin Light & Power Unif. 6s of 52 
Atlantic Refining Deb. 5s of ’37 

Union Oil of California 6s of ’42 

Liggett & Myers 7s of ’44 

Lorillard Deb. 7s of ’44 

Liggett & Myers Deb. 5s of ’51 

Lorillard Deb. 5s of ’51 

Bethlehem Steel P. M. 6s of ’98 

Penn. R. R. Con. 4s of ’48 

Atlantic Coast Line Con. 4s of ’52 

Union Pacific ist R. R. & L. G. 4s of ’47 
Lehigh Valley Term. Ry. ist 5s of ’41 
Washington Terminal 1st 314s of ’45 
Chesapeake & Ohio ist 5s of ’39 


American Snuff............ 
American Sugar............ 


SODIM TOUMEE 65.5505 dacics 
Eastman Kodak............ 
Ingersoll-Rand............. 
International Nickel........ 
National Lead “A’”’......... 
Norfolk & Western......... 
Pacitic Tel. @ Tel... .2..:.% 


| a ere 


og ee 


Archer-Daniels-Midland... . 





Continental Can............ 





* Plus Recent Extra 





Preferred Stocks 


American Tobacco................ 


International Harvester............ 


Public Service of N. J............. 


Common Stocks 


Allied Chemical............ 
Amerada Oil....... ee ee ee 


Beech-Nut Packing............... 


Suggestions 
| 
Common Stocks—Continued | 
Dividend | Dividend | 
ery ee ° | bT SUES S66 56 5b06css5accnan 3 
ee 6 DOW CEN 6. oo yasescssecescs COR 
| nee 2.60* 
Socuue . | | 
eet 6 Pasian Kotak «3... 6 ccc cscs 5* | 
rete 6 | MSemeral TSCWIC. .... oc ese cece .60 | 
2 SOREN INULB sid oss oc oeswessciee 3 
aid iit ” | Hazel-Atlas Glass................ 5 | 
meee ; | Perouse’ PEWS ....052606 ccc seees 3° 
be 4 NE NN oa psc nico ieee sunccenes 1 
REA 6 | International Business Mach...... s* | 
6 International Cement............. 1 
Soak 4 | Mesta Machine.................. 1.50 | 
Monsanto Chemical.............. a? 
EE a rere at 5 
| New Jersey Zinc..............00% 2 | 
eases 3* | Procter & Gamble................ 4:80 } 
Siskin 6 | PID MMOD oe sss skies esesces 1 
2 | Sherwin-Williams................ 3 
ee 1* | Standard Oil of N.J.............. 1° | 
s* | Union Carbide..............5.. 1.60 
Sooten 2.40 SAMORTNOM 5 bin 5 ois. 6iss\eiscae cd aie 3 | 
| 
| 
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total of the wheat crop just now being harvested 
at 731,000,000 bushels. While this is 130,000,000 
bushels below the 1928-32 five-year average, it is larger 
than our domestic requirements of 600,000,000 bushels, 
and taken with the carryover of 150,000,000 bushels will 
produce an exportable surplus. Unfortunately foreign 
wheat also gives evidence of an unusually good crop, so 
we may not expect too much from this surplus. 
The corn crop is estimated to produce 2,045,000,000 


da official crop report of July 10 places the probable 








bushels; acres, 93,590,000; yield figured at 21.8 bushels per 
acre, which is pretty poor corn but much better than last 
year when we shucked only 1,377,000,000 bushels. 

Cotton acreage is figured to be 104.6 per cent of last 
year’s figure, total in cultivation 29,166,000 acres as of 
July 1; but no report on crop condition will be available 
for another month. 

In recompense perhaps for the drought of last year, 
Nature thus promises a fair abundance of the great staples. 
From the standpoint of sufficiency for human stomachs this 
is encouraging, but it is an old story. We have not known 
scarcity except of the artificially created variety. What is 
of equal or more importance is the price outlook and the 





q Business Watches Developments on the Agricultural Front 


q Do Larger Crop Yields Mean Larger Farm Purchasing Power? 


Nature Vies With A A A to 


Restore Farm Prosperity 


By C. S$. Burton 


Cotton per pound 11-12 cents. Processing tax 4.2 cents. 

The ratio of prices received by farmers to prices paid 
for the commodities he buys is around 84. If this figure 
worked out at 100 it would mean that the farmer could 
pay his bills on the basis of the average prevailing during 
the years 1909-1914. 

Commodity markets are nervous and fretful. The age 
old idea of bountiful harvests as a precedent to prosperous 
times has given way, at least in part, to an attempted 
administration of agriculture, as an industry, which effec- 
tively precludes confining any discussion of crop prospects 
and results to the natural factors of production and supply 
and demand. 

The field of agriculture is beset with problems. The 
basic problem which the farmer and the A A A have to 
face, aside from the question of A A A.’s doubtful con- 
stitutionality, the avalanche of law suits and injunctions 
fighting the processing tax, is in the effort to raise real 
prices to a real basis upon which agriculture may depend. 

The dilemma of the A A A grows more so. The ques- 
tion of the efficacy of A A A methods in raising real 
prices works constantly to the fore, with skepticism obvi- 


ously increasing that this venture in planning will work. 
The Department of 


Agriculture has been 





agricultural regions. 
This is the vital con- ' 


purchasing power of 
cern of business gener- | 


the farmer in the great 
| 


FARM 








14 
Prices and process- 130 PRICES FARMERS PAYS 
° ° | | 
ing taxes, which must “ LIN 


now be considered to- 
gether in estimating the 
farmer's intake for 
the four larger items 
are: 

July wheat in Chi- 
cago at 80 cents per 
bushel. Processing tax 
30 cents. Hogs per 
hundred pounds live 
weight at $9.80. Pro- 
cessing tax $2.25. July 
corn in Chicago at 80 3 


go 


PERCENT OF PREWAR AVERAGIS - 


URCHASING POWER 


i 
PRICES FARMER RECEIVES -/ 
y | 


USE a Su NES NCL INL Santa JASON 


and is tireless in call- 
ing attention to the 
gross amounts received 
by farmers, always al- 
luding to benefit pay- 
ments as “income” 
which they most de- 
cidedly are not. It is 
to be hoped that the 
recipients realize that 
such payments are sub- 
sidy pure and simple. 
It is not a matter of 

l ul | the amount the miller 
RATIO ie TO PRICES PAID pays for a carload of 
ae wheat, nor the cotton 

mill for 500 bales of 
cotton; it is a matter of 
how much wheat or 
corn and how much 
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cents per bushel. Pro- 1933 








cotton does it take to 





cessing tax 5 cents. 
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pay the bills of the grower. Buying power is the thing. 

It immediately becomes plain that wheat and cotton, 
corn and hog prices have to be offset against all the long 
line of merchandise which the farmer buys. What he 
buys is past enumeration and the prices of the things he 
buys are not within the regulatory scope of the A A A, 
at least not yet. 

For some reason the Department of Agriculture picked 
upon the five-year period immediately preceding the out- 
break of the World War—August, 1909, to July, 1914— 
as affording an index of 
sound parity. That is to say 


prices paid by farmers, stood at 95 in 1929 and has not 
since 1930 when it averaged 87, been within ten points of 
that level until this year. As to what part the AAA 
program played in this partial recovery and in regard to 
wheat, we may turn to that Administration’s own record, 
as set out in a press release in March of this ‘year, from 
which this quotation is made: “. . . drought damage to the 
wheat crop last year is estimated to have reduced the 
production by about 300 million bushels, in addition to 
the reduction of about 60 million bushels brought about 
by the A A A wheat pro 
gram.” Score 300 for Dame 





it was considered that the 
farmer was able during that g 
time, on the average, to pay a 
his bills with his product on 
a basis fair both to the farmer 
and the merchant. 

On this basis there have 
been ups and downs, but in 
only 8 years out of the 24 
(1910 to 1934) has the farm- 
er had any shade the best of 
it. The graph herewith 
shows the ratio of purchasing 
power of the farmer's dol- 
lar to have dipped to a low 


PER BUSHEL AT CHICAGO 


—15327-* 


WHEAT & CORN PRICES 
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Nature, 60 for A A A. Ap- 
lying the same ratios, we 
have an advance in the farm 
price of wheat of 21.7 cents 
as between 1933 and 1934, 
of which 3.61 cents may be 
credited to A A A and 
18.09 cents to lack of rain- 
fall and withering heat. 
This gives to A A A more 
credit than is vouchsafed by 
+11 the study made by the Brook- 
ne ings Institute in “Wheat and 
the A A A” prepared by 


Jj 





1933 





point of 54 during the near- 


535— 


Dr. Joseph Stanchliffe Davis 








panic period of the first three ™. 
months of 1933 after which came a great improvement. 

On the whole, however, the policies of the A A A since 
its creation, plowing up cotton, killing little pigs, putting 
farmers, far and wide, into the “not raising business”, 
with two drought years to aid the scarcity, which by AA A 
hocus pocus was to turn into plenty, all of these have appar- 
ently left price relations about where they would have 
been had there been no AA A. It is quite to be expected 
that the A A A is on every possible occasion to assume the 
pose of “Little Jack Horner, who sat in the corner”, and 
to cry “post hoc, ergo propter hoc”, upon any favoring 
development, but analysis does not sustain such posing. 

Of necessity, such industrial production as counts the 
farmer among its consumers, in common with all indus- 
trial output shows more consistency in price maintenance 
than is possible for agricultural production. The things 
which the farmer buys except in so far as he, himself, buys 
farm output which has been processed, do not depend upon 
weather. If the farmer could lay out a production plan and 
then count the units off the assembly line what a downhill 
pull he would have. 

However, there are fundamental factors affecting both 
the industrialist and the farmer, factors quite beyond the 
reach of A A A or any other bureaucratic set-up. 

It is hardly possible for sanity to have much patience 
with huge regulatory schemes enforceable only through the 
distribution of bounties and compelled constantly to reach 
out for greater power and more ample jurisdiction and 
wholly certain to come to attempted compulsion when 
imminence of failure looms, as eventually it must. Yet 
one must understand the A A A to be, after all, a defensive 
measure. The industrialization of other nations leads to 
economic nationalism, to attempted national self-sufficiency, 
thus in turn forcing each nation back upon its own land; 
international trade shrinks in volume, agriculture finds its 
home market insufficient and the governments of the world 
embark in the business of handling the grains, the fibers, 
sugar, with a tendency to lengthen such a list at every 
step. The futility of such attempts to overcome world 
economic forces is a matter of history. 

Specifically then, the ratio, of farm prices received to 
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who holds that all A A A 
operations combined _possi- 
bly held the price of wheat in 1933-34 some 2 or 3 cents 
above what it otherwise would have been, and adds 
that even this is not demonstrable. 

The current situation in the wheat market seems to 
ignore any action by the A A A. The wheat farmers 
signing contracts with the A A A are to receive an 
advance of 4 cents per bushel over the 1934 minimum of 
29 cents. Presumably the processing tax which has been 
30 cents per bushel will have to be advanced to at least 
34 cents, though for the time being payments will be 
sweetened from the A A A’s current surplus. The AAA 
spokesmen announce that this will mean distribution to 
wheat growers of at least 15 million dollars more than they 
received in 1934. The A A A is endeavoring to tie up 
the farmers in four-year contracts and as might be expected 
there is an emphatic disclaimer of any possible connection 
between such four-year contracts and the increase in the 
bounty. Twenty-eight cents in 1933, 29 cents in 1934, 
33 cents in 1935, by the end of a four-year term, present 
rate of growth maintained, the bounty should be very 
much worth while. Connection or no connection the 
farmer will reason so and farmers can use the checks and 
may be counted upon to increase their demands. There is 
an election some 17 months away and some of the 33 cents 
will be just about due for disbursement as the campaign 
gets well under way. 

When the idea of rentals and benefit payments was first 
discussed this writer took occasion to say in these columns 
that we would find the farmer on the government payroll 
if we were not very wise as to how and how much we 
undertook to aid him. Now, simultaneously with the 
announcement of an increase in the wheat bounty, an- 
nouncement is made that rye is to be included as a basic 
agricultural product. 

To look at 120 million dollars to wheat farmers in 
1933-34 and 100 million in 1934-35, the promise of 115 
million in 1935-36 quite naturally impels the grower of 
anything to wonder how he too can find a place in the 
favor of the A A A, and as a matter of fact the items 
brought under control form and may be expected to 
continue to form a lengthening list. The A A A amend- 
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farm i 


ments, now in conference between the House and the 
Senate include hops, bees, soy beans, poultry, wool and 
mohair as subject to marketing agreement. Rye, very mucha 
minor item with farmers, is declared to be a basic commodity. 

If we turn away from wheat, we find that the scarcity 
created in the country’s hog pasture and pen has put prices 
up until there is a general protest by the housewife who 
buys the hams and bacon and pork chops. 

Perhaps the helplessness of regulatory measures in the 
face of economic forces is most obvious in cotton where 
we are repeating step by step the folly of the Federal Farm 
Board. Save for the drought, which made the first corn 
loans a successful operation we would have the same un- 
fortunate situation there as exists in cotton. 

Holding our wheat and our cotton above world prices 
and subsidizing our farmers instead of moving our pro- 
duction at the price at which the importing nations of the 
world will exchange their products for it must furnish 
much amusement in world trade circles. 

Of course, the farmers, with keen appreciation of the 
usefulness of checks received as rewards for efforts in the 
“not raising’ business never have paid any attention to 
parities. As thé attitude of the A A A comes more and 
more to be that of a Torquemada in blind fanaticism, the 
idea of parity as a goal that would mean completion of a 
task fades into a background of regimentation. The farmer 
buys many items; he probably buys a car on instalments, 
when he should buy a hoe for the kitchen garden, but there 
are all of the unaccountable price making factors that dc 
affect price of the things he buys. 

It is unthinkable that prices of the staples of life should 
be subjected to such abnormal influences, or that the 
agriculturist in this 






ments to the amendments debated, but it is greatly to be 
feared that, inasmuch as the country is but poorly advised 
as to the breadth of the powers sought the measures will 
pass with all too negligible restriction. The Secretary of 
Agriculture will have only one factor with whom power 
over farm industry will have to be divided—the weather. 
There is no attempt made here at analysis of these amend- 
ments; space forbids. When finally passed discussion will 
require not one but several or perhaps many treatments 
entirely devoted to the legislative action. 

As an example of what price adjustment may not ac- 
complish, there is the experience of the late Federal Farm 
Board in wheat and cotton; there is the present predica- 
ment of the Canadian Government with wheat enough to 
keep the market nervous for fear it may be thrown 
overboard without warning; there is our own accumula- 
tion of cotton, very much in the same stance as Canada’s 
wheat. 

There is the situation in tobacco where the price has 
reached and gone beyond parity, but growers still voting 
to retain control and get “adjustment” checks. 

All of the settings of the agricultural stage point to a 
permanent occupancy by bureaucratic and increasingly 
complete control. 

There are innumerable details which deserve attention 
but one can only treat the outstanding features and factors, 
and one’s attitude is apologetic, force perforce, that one 1s 
compelled to discuss politics instead of agriculture 

The accompanying table covers five years of gross farm 
income goes still further to create skepticism as to “adjust- 
ment”. We may confidently anticipate an era of attempted 
price fixing before the present attempts at “adjustment” 

exhaust themselves. 














country of all coun- = The fatal error 
tries in the world which runs through 
should be amenable Estimated Gross Farm Income it all is that agricul- 
to direction and will- ture is not an indus- 
ing to accept boun- (In Millions of Dollars) try, and all attempts 
ties. 1929 1930 1931 1932 1933 to treat it so must 
The average price Crops, total....... 5,434 3,818 2,746 2,288 *2,874 willy-nilly eventual- 
of wheat over the Grains.......... 1,297 806 488 450 506 ly fail. 
five-year “base peri- Fruits and nuts... .. 707 567 457 325 376 To the old fash- 
od” was 88.4 cents. Vegetables........ 1,130 934 726 609 747 ioned farmer, how- 
The average price Sugar crops......... 83 94 69 69 81 ever, whose whole 
of May wheat over Cotton and cottonseed . 1,389 751 528 464 684 existence was cen: 
same period was Tobacco.............. 286 212 130 107 179 tered on more, more 
90.3 cents. May Other crops. . 542 454 348 264 301 wheat, more land, 
wheat, 1934, — Livestock and Livestock prod- more com, acre 
age price 87.8 cents. ucts, total........ 6,507 5,636 4,222 3,043 3,111 hogs, the situation 
Thus while the cur- Cabile eal catees. 1,111 951 681 499 489 seems paradoxical. 
rent price of wheat ae 1,531 1,361 930 548 619 Our boast has al- 
is only 2.5 cents be- Sheep end wool... 262 204 158 106 153 ways been of a land 
low the five-year Poultry and eggs.. 1,241 1,059 816 609 560 of plenty. Perhaps 
average price, pari- Dairy products. . .. , 2,323 2,031 1,614 1,260 1,263 | the new generations 
ty for May, 1935, Other.......... 39 30 23 21 27 can view a philoso- 
would be 113.2 — + —— - - phy of scarcity with 
cents or some 26 Grand Total.... anaes ones 6,908 = 6S wonted equanimity. 
cents above the pres- *Excludes rental and benefit payments. Source: Bureau of Agricultural Economics. One must therefore 
ent level. This learn to adapt one’s 
means that the . aT self and to antici- 
farmer in paying pate a greater rather 


his bills would require 30 per cent more wheat than he 
had to use before the war. Can the A A A wipe out 
this differential by “adjusting” real prices. It might ap- 
pear to some harsh critic that the proposal to operate an 
“ever-normal granary” might take the public mind off the 
failure in price adjustment, at the same time making for 
bureaucratic permanence. 

The A A A amendments are in the process of crystalliza- 
tion and so subject to change. There will be many amend- 
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than a lesser degree of crop control and regulation. 

Quite without regard to one’s attitude toward the agri- 
cultural plebiscites that are cited as justifying crop controls 
and without regard to one’s approval or the opposite as 
to processing taxes and benefit payments, it does appear 
that not only are purse strings loosening but also that there 
is more money in the purse, for example: 

One of the best-known agricultural leaders in the South 

(Please turn to page 370) 
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Significant Developments to Investors in Can Manufacturers, 
Dairy Companies, Glass Containers and Other Industries 


Milk in Paper, Beer in Tin 


Can Manufacturers, Glass Industry and Paper 


Makers in Gigantic Struggle Over Containers 


By Frank R. Watters 





APER milk 





bottles, tin 


are making en- 
tirely too much 

















| 
cans, glass | Some of the Leading Companies Involved in the | money. People 
containers, wood, Container Struggle only half believe 
; . 
fiber boxes — all | that the differ. 
inextricably Earnines Per Share Recent Divi. Yield } ence is due to 
mixed up in a 1933 1934 Price dend % COMMENT health laws, 
free-for-all fight | American Can.......... 5.04 6.72 140 5* 3.6 eins Seo ot | transportation 
for the nation’s | —_ — in a—one | costs, processing 
2 em ei | ment of beer cans an i oy 
i oe) ee 
a | Continental Can........ 4.53(2) 4.01(b) 88 2.40 2.7 Second largest maker of | oe 7 
background one | tin cans. Has developed in sterilized glass 
finds transporta- | ——— milk bottles. 
| 


tion, employment 





We are told 


Hazel-Atlas............ 6.22 §.21 110 5.00 4.5 Important maker of glass 

and unemploy- containers and bottles for by the manufac: 

i d : foods, cosmetics, house- f : 
ment, drastic hold and industrial pur- turers of tin cans 
changes in | ee a eee that the time is 
methods of dis- | coming when the 

. . dairy McKeesport Tin Plate... 6.29 6.19 116 4.00 3.4 Large producer of tin- | be bottl 
tribution, airy plate. A subsidiary com- glass beer bottle 
. IL pany is third largest man- wa H 
farmers, milk Eiiacar oF a contain will be nothing 
distributors, ers. but a forgotten 





brewers, bottlers 
and perhaps a 
dozen industries 


Owens-Illinois Glass.... 4.88(c) 5.96(d) 


102 4.00 3.8 World’s largest maker of 


page in_ history. 
glass bottles, for food, 


medicines, liquor and One large com- 
beer. pany has_ spent 





that will be af- 
fected favorably 
or unfavorably. 
Just one of those 


Thatcher Mfg. Co....... 0.28 1.32 


19 0.50 2.6 Largest maker of milk 


something like 
$200,000 to 
prove that beer 
can be retailed in 


bottles and other glass 
containers. Latter not 
important from earnings 
standpoint. 





economic omelets aes 


a (c) 12 mos. ended June 30, 1934. 
caused by man’s 





(a) 12 mos. ended Mar. 31, 1934—1,754,124 shs. 
(d) 12 mos. ended June 30, 1935. 


(b) 12 mos. ended Mar. 31, 1935—2,665,191 


*Partly extra. tin cans to people 


in every walk of 








continual dissatis- 


life and that once 





faction with what 

he has and his never ending demands for something better 
at the same price or something just as good at a cheaper 
price. 


Milk in Paper, Beer in Tin 


The two most important commodities involved from the 
householder’s point of view are milk and beer. We are 
told by the paper people and the manufacturers of para- 
fined paper milk containers that a tremendous change is 
being brought about in the methods of milk distribution 
to the consumer—a change which will result in better prices 
to the dairy farmer and lower prices to the public. The 
public, well educated to the great spread between the 
price the farmer gets for a quart of milk and the price it 
has to pay for it at the back door-step, is inclined to believe 
that in between the two is a series of middle men who 
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they have used 
canned beer they have lost all interest in bottled beer. They 
seemed to have proved it to their own satisfaction for they 
are going ahead with extensive plans to raid the whole 
“package beer” market. 


Vital Changes May Be Far-reaching 


This, of course, is a very serious matter to the manu- 
facturers of glass bottles,—milk or beer. It is an item of 
importance to transportation for the paper milk bottle and 
beer can are “one-trip containers” and there is no shipping 
of empty bottles back to the bottling plant. It is a serious 
matter to the whole milk industry from the farmer milking 
his cow to the delivery man who places the bottle of milk 
on the back door step in the morning. It is a serious matter 
to the brewers and bottlers. It is a serious matter 
to the retail stores whether it be the little store in the 
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country village or a whole nation-wide chain system. 
Incidentally it is a matter of some importance to the 
ultimate consumer from the standpoint of both price and 
convenience. 


Revolutionized Milk Distribution? 


When the individual glass milk bottle first appeared 
upon the scene to take the place of the old method of 
distributing loose milk by dipping it out of a tin can 
and pouring it into any sort of a container provided by 
the customer it was thought that the peak of perfection 
in milk distribution had been reached. The milk was 
pasteurized at the bottling plant and immediately put 
into sterilized glass containers. It must be pure. 

And so the business of furnishing the American people 
with milk progressed to the point where some time after 
midnight approximately 25,000,000 bottles, cleaned and 
sterilized by the most modern of scientific methods, filled 
with wholesome milk which, thanks to Louis Pasteur and 
the Health Department, is free of all disease-producing 
bacteria, start on their journeys to the back doors of 
American homes. The daily distribution of these millions 
of bottles of a perishable product represents the greatest 
package delivery system in the world. 

But hardly had the glass milk bottle endeared itself to 
the housewife when the entrepreneur appeared upon the 
scene. Thirty years ago promoters of all kinds were hard 
at work selling stock in companies which were going to 
revolutionize the milk industry by revolutionizing its 
method of distribution. 
These enterprises were, 
for the most part, stock 
jobbing propositions and 
went the way of so many 
schemes to separate the 
public from its money. 
Consumers turned up 
their noses at “milk in 
paper envelopes,” the 
milk distributors had 
many unkind things to 
say about the “‘crazy 
idea” and the “paper 
milk container” disap- 
peared from the scene 
periodically only to be 
revived from time to 
time and again disap- 
pear. 

But now the scene has 
changed. That the paper 
milk bottle, for certain 
types of milk distribu- 
tion, is here to stay no 
one can deny. Instead 
of fly-by-night companies 
great corporations, well 
financed, have taken it 
up and the fight between 
the glass bottle manu- 
facturers and the paper container manufacturers grows more 
bitter day by day. Great advertising and publicity cam- 
paigns are being planned and put into effect. In between 
the two are the milk producing and milk distributing indus- 
tries. The innocent by-stander is the consumer who may 
be hit or benefited as the case may be. 

The problem involved includes two factors—the consumer 
and economics. The consumer is thinking of many things— 
sanitation, lack of transparency in the paper milk bottle, 
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what the milk distributor calls “standard of fill’, taste, and 
the cream line. 

It has been claimed (and many laboratory tests have 
been produced to prove it) that the paper milk bottle is 
not as sanitary as the glass milk bottle. It has also been 
shown by laboratory tests that cream does not rise in para- 
fine-lined paper containers as it does in the glass bottles. 
Furthermore, due to lack of transparency, the consumer 
cannot see the cream line nor can he or she be sure of 
receiving a full quart. 

It is admitted that the paper container is not practical 
from door to door or what the milk man calls “route 
delivery.” It cannot stand the gaff in all kinds of 
weather. People are used to having their milk delivered at 
the back door automatically on schedule time do not take 
kindly to paper containers, particularly if it is going to 
mean that they will have to buy their milk at a retail store 
instead of having it delivered. One suburban milk distribu- 
tor told the writer that he would lose 80 per cent of his 
customers if he attempted to substitute paper for glass. To 
this he added that he could not afford it anyhow for it 
would add at least a cent a quart to his distribution costs 
which, if he could not pass it on to the customer, would 
mean the difference between profit and loss to him. 


Economic Repercussions 


The small distributor must either install container-making 
machinery, requiring an investment far beyond his means 
and greater than his business justifies, or buy containers 
which will cost him anywhere from half a cent to a 
cent and a half, depending upon the quality. The 
glass bottle may cost him as much as six cents but it 
makes many trips before it is lost or broken, and his 
container cost per quart of milk may be as low as a 
sixth of a cent. 

Unfortunately for the 
manufacturers of glass 
milk bottles, however, 
all milk is not sold by 
route delivery distribu- 
tion. At least one-third 
the milk consumed in 
the United States is sold 
by retail grocers and it 
is this market which is 
the particular objective 
of the manufacturers of 
paper containers. They 
are thinking in terms of 
an increase in this 33 1/3 
per cent to 50 per cent, 
or 75 per cent, and so 
on until there is only 
left for the small route 
distributor those subur- 
ban and outlying dis- 
tricts where the consu- 
mer insists on having his 
== milk delivered and re- 

fuses to depend on the 
retail store with the necessity of ordering his milk with 
his other food supplies. 

The implications in these plans are a bit startling. Let 
us suppose, for example, that by various methods a com- 
bination of the manufacturers of paper milk bottles and 
the great chain store organizations can bring about a revo- 
lution in the distribution of milk and persuade 75 per 
cent of the people that they ought to buy their milk in 

(Please turn to page 372) 
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What Is Retarding These Stocks? 


The fact that the stock market, as 
measured by representative averages, 
has gone into new high ground cannot 
obscure the adverse fact that a number 
of prominent issues have either lagged 
conspicuously behind or are hovering 
around their yearly low. In most of 
these instances, the explanation is 
found in shifting industrial trends and 
their restricting effect upon profits. 
For example, Goodyear Tire & Rub- 
ber common is currently selling only 
about five points above its low for the 
year. The tire industry, burdened by 
excessive production, is almost con- 
tinually in the throes of a price war 
and has found it virtually impossible 
to advance prices sufficiently to com- 
pensate for increased labor and raw 
material costs. Recently, a prominent 
tire company executive stated that tire 
prices were 20% too low. The im- 
plications of this statement are ob- 
vious. Standard Brands has recovered 





Market 


Indicators 





For 


Following a prosperous 1934 fiscal year, 
Kelvinator is currently feeling the 
pressure of intense competition among 
manufacturers of electrical refrigera- 
tors. Lower prices combined with ex- 
traordinary expenses incurred in con- 
nection with the company’s entry into 
the field of air conditioning, make for 
uncertainty as to probable earnings for 
the fiscal year ending September 30. 


* * * 


American Water Works 


Although the 20-cent quarterly di- 
vidend on the common stock of Amer- 
ican Water Works was never con- 
sidered wholly assured, its complete 
passing was something of a shock, par- 
ticularly because of the reasons given 
by the directors. In the statement ex- 
plaining the action it was said that it 
was only done after: “giving consid- 
eration to the rapidly increasing taxes, 
restoration of wage scales and major 
rate reductions to consumers and the 


Profit 


panies, they are still confronted with 
very serious problems. Further rate 
reductions and still higher taxes could 
just as effectively ruin the holding com- 
pany stockholder as an enacted “death 
sentence.” Having proved themselves 
so successful in the first battle, it would 
be a mistake if owners of utility secu- 
rities now rested on their oars. Why 
should they not inform their Congress- 
men that they are tired of increasing 
public utility taxes and politically agi- 
tated rate reductions? 


Farm Equipment Outlook 
Still Good 


Normally the demand for farm 
equipment would be slumping about 
this time of the year prior to the fall 
pick-up. This year, however, a com- 
bination of circumstances has made for 
a continuation of a lively demand. At 
the back of it all there is the fact that 
for some years farmers have been 














but two points from its low, registered serious problems still confronting the forced to make subnormal replace- 
some months ago. In the ments. Depreciation and 
first quarter of this year (ee —_ obsolescence have _ been 
z f : 2 4 
earnings of 22 cents a |} taking their toll steadily, 
share were 11 cents 2 : a : | 7 é - 
were cent under Coming Dividend Meetings | with the result that dur 
those for the corresponding | ing the years of depression 
quarter of 1934, and while Approx. Diviuin aio | a very large potential de- 
the company is financially Company Date (on common) i} mand was built up. This 
strong, the shares are likely American Chicle............ July 26 Regular 75 cents and extra. |} potential demand, because 
to continue retarded pend- Amecionn Dobeceo.......... July Si Regular 1.26. |} of the high prices for farm 
ing definite evidence of the Archer-Daniels Midland..... July 30 Regular 25 cents. | ndliice - dl te iby de 
Siew aaehintonas —* - Borden..................-.. July 30 Same as last—40 cents. | Poa oe — ae 
company s ability to over- Caterpillar Tractor........... July 23 Regular 25 cents and extra. proved crop outlook at the 
come higher raw material Consolidated Gas (N. Y.).... July 25 No change—265 cents. present time, is being trans’ 
costs and consumer resist- Rapeeel-Mens.............. Fuly B8 Games tast-—O0 conte. lated into a real demand 
ance to increased tail Liggett & Myers............ July 24 Regular $1. Act f asthe - 
i erage a Monsanto Chemical......... July 23 Regular 25 cents. wien arm cquipmen 
prices. Meat packers, like- Sterling Products. .... ..... July 23 Regular 95 cents. manufacturers are having 
wise, have been caught be- Westvaco Chlorine.......... July 26 No change—10 cents. | difficulty in meeting. Ex- 
tween higher costs of pigs tensive advertising also has 
— - - — - played a part in awakening 


and steers and the difficulty 
of passing along increased 
prices to consumers, without sacrificing 
volume. This condition doubtless ac- 
counts for the desultory market action 
of the Armour issues despite the encour- 
aging manner in which the sale of by- 
products continues to augment income. 
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company in connection with the pro- 
posed public utility legislation.” This 
draws attention to the fact that, despite 
the rejection on the part of the House 
of Representatives of the “death sen- 
tence” for public utility holding com- 


the farmer to his need for 
new equipment. With the exception of 
J. I. Case, which was unfortunate 
enough to have to contend with an 
eighty-day strike, luckily terminated 
on the first of last month, all the prin- 
cipal farm equipment manufacturers 
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have had a relatively profitable time 
behind them and are looking forward 
to an even better period ahead. 


*x* *K * 


Union Bag & Paper 


Considerable interest has been shown 
in the erection of a new $4,000,000 
plant by the Union Bag & Paper Co., 
in Savannah, Ga., for the purpose of 
manufacturing paper from pine pulp. 
This is the first plant of its type and 
has been hailed by many Southern 
newspapers as the birth of a new in- 
dustry in the South. That remains to 
be seen and for the present, at least, 





this new development promises no 
serious threat to the Canadian news- 
print industry. Union Bag, the world’s 
largest manufacturer of paper bags, 





The Stockholder 





and Income 


foods and cotton textiles. In the cir- 
cumstances, no little importance at- 
taches to the outcome of the increas- 
ingly large number of suits which have 
been instituted to test the constitution- 
ality of these taxes. There is pending 
in Congress at the present time various 
amendments to the A A A, including 
provision to outlaw all attempts to re- 
cover processing taxes paid. Further 
the taxes have been written into the 
bill as an Act of Congress, to run from 
June 1, 1935, to December 31, 1937. 
Should the enactment of these amend- 
ments have the effect of nullifying the 
suits now pending it is a foregone con- 
clusion that the constitutionality of the 
Act will be carried to the U. S. Su- 
preme Court, from which no decision 
can be expected until early winter. In- 




















sing taxes along to the consumer. It 
is estimated that aggregate earnings of 
the three leading cigarette makers were 
cut $20,000,000 by processing taxes 


last year. 
* ok *k 


Refunding and Common Stock 
Equities 

In the first six months this year bond 
redemptions will aggregate nearly 
$500,000,000, a considerable portion 
of which was replaced by issues bear- 
ing a lower rate of interest, while a 
sizable portion was retired outright. 
Moreover, many companies have re- 
tired their preferred stocks, in whole 
or in part, all of which enhances the 
equity position of common stockhold- 
ers, and permits an important savings 
in earnings. For instance, the retire- 
ment of the preferred stock of 





plans to use this new plant for the Jj 
manufacture of heavy kraft paper, || 
for which slash pine has been | 
found to be practicable. The erec- || 
tion of the plant will be financed | 
by the offering of rights to stock- || 
holders to subscribe to 48,692 | 
shares of common stock at $30 a || 
share, the proceeds of which will  ]| 
be augmented by bank loans. Giv- 
ing effect to the increased number || 
of shares outstanding, Union Bag 
earned $2.14 a share for the 12 
months ended March 31, last. The 
potential operating economies to 
be realized from the new plant, 
however, should permit the com- 
pany to enlarge the earning power 
of the increased capitalization. In 
the interim the present $2 dividend 
appears reasonably secure. 








Estimated Earnings for the 
Second Quarter, 1935 


Per Share 
20 


Company 
Allis-Chalmers.... 
Borg-Warner...... 
Briggs Mfg......... 
Caterpillar Tractor. . 
Chrysler Corp. . 


Commercial Solvents. 20 
Continental Oil........ 50 
G8 POM. 5.5%... 89* 


General Electric. . . 
General Motors..... 
General Foods.... 
Inland Steel........ 
International Nickel... 
Johns-Manville..... 
Libbey-Owens-Ford . 
Monsanto Chemical. . 
Phillips Petroleum. . 


* Actual 
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| J. C. Penney will add approximate- 
| ly 25 cents a share annually to com- 
| mon stock earnings; retirement of 
| subsidiary preferred stock and 
bonds by Loew’s will add nearly 

30 cents a share annually to earn- 
ings; and the redemption of a 
$35,000,000 bond issue by Norfolk 
& Western will save around $1 
a share for stockholders. The re- 
funding of two high coupon issues 
by Consolidated Oil will add about 
25 cents annually to common stock 
earnings and the commuting of 
the Tobacco Products lease by 
American Tobacco will increase 
earnings on the common and B 
shares more than 30 cents. These 
are only representative examples 
there are many others. While 
the immediate significance of these 








* * * 


Processing Taxes 


The A A A processing taxes have 
taken a heavy toll of earnings in a 
number of important industries, in- 
cluding tobacco manufacturers, meat 
packers, corn refiners, bread bakers, 
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terested stockholders in the industries 
affected, however, would do well to 
follow the trend of events in the situa- 
tion, for it is one which promises to 
have a very important bearing on later 
earnings. This is particularly true in 
the case of tobacco manufacturers, 
which have been unable to pass proces- 


financial developments are readily 
apparent, the benefits to stockholders 
will be permanent rather than transient, 
for they mean that many companies are 
lightening or ridding themselves of 
financial burdens which must be met 
in good times and bad and to that ex- 
tent are more strongly fortified against 
the future—whatever it may hold. 
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INTERNATIONAL TELEPHONE & TELEGRAPH CORP. 





On the Way Back 


A Big Drain on Profits Has Been Eliminated and 


Manufacturing and Telephone Revenues Show Promise 


EW adventures of American en- 
terprise appealed more strongly 
to the imaginations of the “buy- 

it-and-put-it-away” speculators of 
1928 and 1929 than International 
Telephone & Telegraph. Many “put 
away” the common stock at somewhere 
between $100 and $149 per share— 
only to see it fall below $3 per 
share in 1932. To such of 
these as may still have their 
original holdings intact, to- 
day’s recovery to $10 per share 
very likely seems like small 
change. 

Yet the mere fact that this 
corporation has weathered the 
most severe and _ protracted 
world depression of all time 
and is today showing slow but 
steady improvement in its posi- 
tion represents an achievement 
of no small distinction. 

Consider the conditions that 
confronted it, internally and 
externally. It was an unsea- 
soned, unshaken-down, rapid- 
ly-expanded development of a 
boom period, faced with intri- 
cate problems of internal or- 
ganization in the task of efh- 
ciently operating widely as- 
sorted properties in many 
countries. The depression, 
moreover, caught it with a 
large total of bank loans which 
it could have normally re- 
funded in the money market. 

Externally, it was all but 
swamped under the combina- 
tion of a breakdown in in- 
ternational trade and acute domes- 
tic depression in every country in 
which it operates. Add to this the 
cross‘word puzzle that it had to deal 
with in a veritable labyrinth of ex- 
change restrictions and wildly gyrating 
currencies before foreign revenues 
could find their way into the parent 
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company’s accounts, kept in dollars, 
and you have the makings of a first- 
class nightmare for the best of man- 
agements. 

Fortunately, the worst has been put 
behind and the chances today appear 
reasonably good for International Tele- 
phone & Telegraph to regain a respec- 





Scene in Madrid, One of the Large Cities Served 


oy f. 1.7. 


table earning power. The sum total 
of improvement in a variety of direc- 
tions accounts for this year’s recovery 
in the common stock from a low of 
55% to recent quotations around 10 
and is even more strikingly reflected 
by the parent company’s three issues 
of debentures, now quoted around 69, 
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74 and 79, respectively, against lows 
of 15 to 18 in 1932 and the forepart 
of 1933. 


Working to the company’s benefit | 


are the following developments: 

First, the aggregate volume of world 
business has recovered substantially. It 
is estimated to have been from 8% to 





10% higher in 1934 than in | 


13% higher than in the low 
year, 1932. 
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ated foreign currencies. 
Third, the company has 

steadily whittled down its 

floating indebtedness to banks 


: 


obtain lower interest rates on 
a substantial proportion of re- 
maining loans. 


the Postal Telegraph & Cable 
Corp. to the bankruptcy laws 
has eliminated from the parent 
company’s consolidated ac- 
counts not only the drag of a 
losing subsidiary but an active 
drain upon revenues, since In- 
ternational Telephone for some 
time had been advancing sub- 
stantial funds to prevent what 
finally proved an inevitable de- 
fault on Postal bonds. 

The parent company’s net 
profit of $2,079,000 last year 
is not indicative of present 
earning power, for this was 
after making up Postal’s deficit, before 
charges, of $1,590,000. It was also 
after absorbing a loss of $1,600,000 by 
the company’s Cuban telephone subsi- 
diary, which was hampered by a seri’ 
ous strike and by poor Cuban business 
due to unsatisfactory sugar prices. 
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improved, it appears probable that this 
year will either eliminate or greatly 
reduce 1934's deficit. 

On this basis, and with Postal elimi- 
nated and other affiliates showing ap- 
proximately the same results as last 
year, it would be possible for Inter- 
national Telephone to show 1935 net 
profits of from $5,000,000 to $6,000,- 
000, after all prior charges and with 
interest on its $122,661,000 of de- 
bentures covered approximately twice 
over. 

Such earnings, admittedly conjectur- 
al and subject to upset either by un- 
expected adversities on the one hand 
or, on the other hand, by larger reve- 
nues from profitable subsidiaries than 
were obtained in 1934, would amount 
to from 78 to 93 cents per share on 
the 6,399,002 outstanding shares of 
common stock. This would compare 
with 32 cents per share in 1934, 11 
cents in 1933, a deficit in 1932 and 
profit of $1.20 in 1931, all of which 
years included the Postal deficit. 

On the profit probabilities as thus 
outlined, the common stock at 10 can 
neither be regarded as out of line with 
prospects, when reasonable allowance 
be made for the speculative possibili- 
ties of the longer future, nor can it 
be said to be a conspicuous bargain. 
Though substantially reduced from the 
1931 peak of $43,714,941, bank loans 
at the start of this year still totalled 
$32,298,583 and would necessarily 
receive consideration 
before any thought of 
possible dividends on 
the common shares. 

Aside from the above 
item of floating debt, 
the company’s current 
financial position is 
fairly good and has im- 
proved over the past 
year. Its total cash in 
banks and on hand in 
various currencies, com- 
puted at December 31, 
1934, exchange rates, 
stood at $33,302,700 at 
the start of this year, 
against $17,422,448 a 
year earlier, an increase 
of $15,880,252. Cur- 
rent assets of $89,455,- 
060 compare with cur- 
rent liabilities of $60,- 
224,040, leaving work- 
ing capital of $29,231,- 
020, a gain of $10,332,100 in a year. 

It must be observed, however, that 
the increase in cash holdings was due 
mainly to sale of an issue of Pesetas 
100,000,000 par value of preferred 
stock by the Spanish Telephone Co., 
out of the proceeds of which this com- 
pany repaid, in part, advances which 
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had been made to it by International 
Telephone from time to time since 
1924. This repayment amounted, in 
fact, to $8,767,659. In addition, In- 
ternational Telephone during the year 
liquidated $5,124,510 in bonds of the 
Spanish Telephone Co. These two 
transactions account for the major part 
of the addition to cash holdings. 

It must be further observed that out 
of total system cash holdings of $33,- 
302,700, the start of this year found 
$23,759,807 of it in foreign countries 
and of the latter total the sum of 
$21,489,714 was on deposit in coun- 
tries having some form of govern- 
mental regulations against the free 
transfer of funds. 

These figures illustrate, if illustra- 
tions of the obvious be necessary, the 
many difficulties and uncertainties in- 
herent in a business operating under 
such a diversity of conditions in so 
many different countries. In one sense, 
of course, the very diversity of its 
risks may be considered an advantage, 
since misadventure in one country is 
more than likely to be offset by suc- 
cessful endeavor in another. 

As the company’s own report points 
out, it is not dependent on any single 
source of revenue as its activities are 
diversified among telephone, telegraph, 
cable and radio operations and upon 
the manufacturing of equipment. The 
report also shows that principal invest- 
ments are centered in 18 countries. 





I. T. & T. Factory in Antwerp 


Examination of the data upon which 
the above generalizations regarding 
diversification are based, however, 
chows that of total investments 26.74% 
are in Argentina, 22.13% in the United 
States (including investments in cable 
companies) and 15.87% in Spain. 
Thus, these three countries represent 








nearly 65% of the company’s total in- 
vestments and advances. Chile repre- 
sents 4.95%, Mexico, 4.81%, England, 
4.17%, Germany, 3.37%, and Cuba, 
3.16%. Inno other country is as much 
as 3% of the total investment centered. 

It is also of interest to note that of 
the total book value of the parent com- 
pany’s investments in or advances to 
associated companies, telephone opera- 
tions, including radio telephone, ac- 
count for 62.02%; telegraph, cable and 
radio telegraph operations represent 
20.12%, and manufacturing opera- 
tions account for 16.64%. 

This breakdown is especially interest- 
ing when one relates it to a similar 
breakdown of operating revenues. Last 
year net income, before debenture in- 
terest, amounted to $3,226,064 on tele- 
phone operations, to $4,498,850 on 
manufacturing operations, while tele- 
graph and cable operations showed a 
loss of $1,440,979. 

While we customarily and properly 
think of International Telephone as 
primarily a communications company, 
this characterization is likely to obscure 
the importance of its manufacture of 
equipment. As the above figures show, 
it made substantially larger profits last 
year out of manufacturing than from 
telephone operations. This relationship 
probably can be regarded as abnormal 
and temporary, since in the preceding 
year profit of $4,706,289 from tele- 
phone operations was more than twice 
net of $2,116,524 from 
manufacturing. 

It should be borne in 
mind, however, that 
telephone operations in- 
herently are more stable 
than manufacturing 
and that for the latter 
1933 was a depression 
year. The point to be 
emphasized is that in 
both 1933 and 1934 
the most satisfactory 
rate of return was obvi- 
ously on manufactur- 
ing, since the stake here 
represents _ only 
16.64% of the com- 
pany’s total investments 
while that in telephones 
is 62.02%. 

The relatively satis- 
factory showing of tele- 
phone and manufactur- 
ing operations reflects 
an essentially internal business im- 
provement in the great majority of 
countries served. The chances are 
that this improvement will continue. 
On the other hand, there has been 
virtually no recovery in internation- 
al trade and this is reflected in a con- 

(Please turn to page 370) 
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Movie Outlook Improving 


Loew’s and Columbia Set the Pace As 


Theater Attendance and Revenues Pick Up 


industry hit their nadir some 

time ago and for two years or 
more theater attendance and earnings 
have recorded steady gains. As this is 
written the current producing season 1s 
drawing to a close and the industry, 
for the most part, is expected to show 
profits at least on a par with those of 
a year ago. Further, there is good rea- 
son to anticipate that the industry will 
continue its progress toward recovery, 
maintaining the pace set by general in- 
dustrial revival. 

The closer approach of the industry 
te sound management has borne fruit 
in the form of reduced administration 
expenses, adjusted theater rentals and 
lower fixed charges but it will be neces- 
sary to effect a material reduction in 
costs in other departments, notably pro- 
duction and distribution, before profits 
will be more completely restored. Last 
year, for example, production costs 
were 20% higher than in 1933, and 
while doubtless some portion of this in- 
crease was warranted by the expecta- 
tion of higher gross possibilities, a sub- 
stantial part was a waste of money in- 
curred by directors and others con- 
cerned with the production of feature 
releases. 

Distribution costs are another direc- 
tion in which a considerable amount of 
money could be saved. The cost of 
distribution levies upwards of 30% of 
gross, an abnormally high figure, when 
it is considered that the film industry 
operates on a rental, rather than a sales 
basis. There is considerable duplica- 
tion and overlapping of distribution 
facilities and there is no valid reason 
why this item might not be reduced at 
least 50% in the next two years. 

In any attempt to gauge the probable 
earnings of leading motion picture pro- 
ducers over the next six months to a 
year, the matter of film amortization 
charges is an important, if somewhat in- 
determinate, factor. Such charges over 
a period of time must equal actual pro- 
duction costs and while the amortiza- 
tion schedules of the various producers 
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J industry in the motion picture 
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vary, the cost of feature releases is 
practically written off over a 52-week 
period. Under this system of account- 
ing, rising production costs are not im- 
mediately reflected in net income. For 
more than a year, film companies have 
been making more liberal outlays for 
scheduled productions, doubtless en- 
couraged by the mounting attendance 
at the box-office. Earnings, therefore, 
while reflecting the latter condition 
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have not as yet felt the full effects of 
the increased costs. 

Based on announced production 
plans for the coming season, the mo 
tion picture industry will spend, in 
round numbers, about $120,000,000 in 
filming 486 feature releases and 1,000 
short subjects. This is an increase of 
around $10,000,000 over 1934 expen- 
ditures and a decline of about 10% in 
the number of feature films, resulting 
in an indicated increase of approxi- 
mately 20% in the cost of 1935 pro- 
ductions. The outlay this year, how- 
ever, is still appreciably less than for 
the years 1931 and 1932 when upwards 
of $180,000,000 was spent on lavish 
musical productions, most of which 
failed to “earn their keep.” Following 
the drive for cleaner pictures last year, 
the industry awoke to the fact that the 
public was much more interested in 
quality films, which neither offended 
its taste or intelligence. Since then pro- 
ducers have turned their attention to 
the making of feature releases based on 
popular novels and standard classics, 
stage successes and operas, with grati- 
fying results. Judging from the plans 
announced for the current season, con 
centration on this type of film will be 
particularly pronounced, from which it 
may be assumed that the increased ex- 
penditures will be made in the interests 
of improved quality. If this proves to 
be the case, the restricting effect upon 
profits may be considerably alleviated 
by increased theater attendance. 

In the meantime, theater attendance 


during the hot summer months is being ° 


stimulated by the larger number of air 
conditioned theaters and with the ab 
sence of any organized campaign 
against questionable films this year, at- 
tendance figures are likely to show to 
better advantage by comparison with 
1934. 

In summing up the current prospect 
for the motion picture industry on the 
basis of the salient factors now present, 
it is apparent that the ability of the 
industry to raise appreciably the recent 
level of earnings will depend upon its 
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success in restraining mounting pro- 


duction costs. Money spent in improv- 
ing the quality of films should be fully 
justified, and can hardly be criticized, 
but in the final analysis the favorable 
implications of rising theater attendance 
will apply most forcibly in the case of 
those individual companies able to com- 
bine producing skill and a willingness 
tc amputate wasteful practices and un- 
necessary and expensive distribution 
facilities. In the circumstances, and 
pending definite evidence of actual ex- 
perience, there is no basis for anticipat- 
ing more than a modest gain in the 
earnings of the industry as a whole, 
with one or two companies continuing 
to provide the exceptions by virtue of 
outstanding producing success. 


Loew’s, Inc. 


Two factors have been responsible 
for Loew’s outstanding achievements in 
the industry. The management did 
not make the mistake of acquiring ex- 
tensive and costly theater properties 
prior to the depression. This foresight 
relieved the company of supporting 
high rentals and fixed charges during a 
period of restricted earnings. In its 
producing activities, Loew’s has been 
singularly successful in gauging public 
tastes and the number of profitable fea- 
tures to the company’s credit is greater 
than any other film organization. 

Loew’s has not had an unprofitable 
year in the past decade. The low point 
in the company’s earning power was 
reached in 1933, when profits were 
equal to $2.14 a share for the common 
stock. The following year witnessed 
marked recovery, with per-share earn- 
ings rising to $4.50 on 1,464,205 shares 
of common stock. For the 28 weeks 
to March 14, last, the company reported 
earnings of $2.64 a share, comparing 
with $2.38 a share for the same period 
a year previous. The final six months 
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of the current fiscal year should more 
tully reflect the profits of several of the 
company’s outstanding successes of the 
past season, and profits of around $5 a 
share on the common are a reasonable 
expectation. On June 15, the company 
retired $5,000,000 of subsidiary pre- 
ferred stock, and funded debt in ex- 
cess of $8,000,000 will soon be retired, 
both transactions to be financed by a 
new bond issue of $15,000,000, with 
coupons of 4% or 444%. Finances of 
the company are such as to permit an 
increase in the present $2 dividend, or 
the payment of a generous extra. With 
ample reason for confidence in the con- 
tinued ability to maintain its leader- 
ship in the industry, the shares at 43 
are conservatively valued in relation to 
both earnings and yield. 


Columbia Pictures 


Columbia Pictures Corp. is unique 
in the motion picture industry in that 
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it has confined itself strictly to the pro- 
duction and distribution of pictures. 
Not only has the company avoided the 
expensive acquisition of theater prop- 
ertics, but it has not tied itself up with 
long term contracts for high priced ta- 
lent and directors. Formerly engaged 
principally in the production of “West- 
erns” and short subjects, Columbia in 
recent years has emerged as a feature 
producer of indisputable prominence. 
Last year two of its feature pictures 
were awarded highest honors by the 
Academy of Motion Picture Art and 
Science, and the recent release of ““Love 
Me Forever,” starring Grace Moore, 
shows every indication of duplicating 
the success of its 1934 predecessor, 
“One Night of Love.” Production 
plans for the forthcoming season indi- 
cate a well balanced program, contain- 
ing several potential box-ofice “hits” 
and arrangements have been made for 





first-run showings in Radio City Music 
Hall and on the entire Loew circuit. 

Capitalization of the company is 
simple, consisting of 17,261 shares of 
$3 preference stock and 177,933 shares 
of common stock. On this small capi- 
talization, the company’s recent suc- 
cess has produced exceptional earnings. 
For the nine months to March 31, last, 
profits, after preference dividends, were 
equal to $8.62 a share and for the fiscal 
year to June 30, it is probable that 
earnings will be around $11.50 a share 
for the common comparing with $5.69 
a year ago, and a new high record. 
Moreover, these earnings are arrived 
at, through very conservative account- 
ing procedure. Since early in January, 
the common stock (voting trust certi- 
ficates) has more than doubled in value, 
but even at recent levels around 80, is 
conservatively appraised in relation to 
earnings. Naturally, the market recog- 
nizes the overnight success of the com- 
pany, and withholds full acceptance of 
recent earnings until the company has 
more definitely demonstrated its ability 
to maintain the pace which it set for 
itself last year. Dividends are being 
paid at the rate of $1 in cash and 5% 
in stock annually and while an extra 
cash payment is a possibility, the need 
for working capital to carry out the 
producing program this season may 
tend to restrict cash payments for some 
further time. This, however, would 
not stand in the way of a generous 
stock dividend. With a large portion 
of the shares held by officers and direc- 
tors, the floating supply is small and 
subject to rather wide movements mar- 
ketwise but as a speculation on the 
ability of the company to retain the 
foothold which it has gained in the in- 
dustry, the shares are not without in- 
teresting possibilities even after the sus- 
tained rise which they have experi- 
enced. 


(Please turn to page 371) 
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Attractive Dividend Payers 


Sound Issues Offering Reasonable Current Re- 


turn and Potentialities of Further Appreciation 


By THe MacazineE oF WALL STREET STAFF 


Best & Co. 


From its centrally located store on 
Fifth Avenue, New York, Best & Co. 
has spread out in recent years and now 
operates branches in the rich suburbs 
of New York, Boston and Philadelphia 
and certain Eastern summer and winter 
resorts. The merchandise carried by 
Best’s stores stresses quality rather than 
price. The company specializes in 








Earnings Per Share 
1934* 1935* Recent Price Div. Yield 


$2.33 $3.14 $42 $2.00 4.8% 
* Year ended Jan. 31. 








women’s and children’s apparel, al- 
though it caters to men too on a some- 
what smaller scale. 

Although Best & Co. suffered in the 
depression, unlike the majority of busi- 
nesses it never moved into the “red.” 
So far as earnings are concerned the 
low point of profits was experienced 
during the fiscal year ended January 
31, 1933, when the profit of $328,965 
was equivalent, after small preferred 
dividend requirements, to $1.05 a 
share on each of the 300,000 shares of 
common stock outstanding. In the fol- 
lowing year, net income jumped to the 
equivalent of $2.33 a common share, 
while for the twelve months to January 
31, last, there was further improvement 
to $3.14 a common share. 

Although sales were up nearly 12% 
in the last fiscal year, increased profit 
margins played an important part in 
the higher earnings that were reported. 
This was quite unusual in the mer- 
chandizing field, for most retailers re- 
vealed a lower margin of profit during 
1934. For Best, net profit per dollar 
of sales last year was 7.60 cents, com- 
pared with 6.35 cents and 2.96 cents 
in previous years, respectively. 

In the balance sheet as of January 
31, 1935, Best & Co., revealed that net 
quick assets were the largest in the 
company’s history. Current assets 
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stood at $4,335,761, against current 
liabilities of $717,050. Included in 
current assets was cash or its equivalent 
of more than $1,500,000. The com- 
pany’s capitalization is simple. It con- 
sists of 300,000 shares of common stock 
whose stated value is $12.50 a share 
and 2,047 shares of 6% cumulative 
preferred stock of $100 par value 
which is available to employees only. 
There is also a real estate mortgage of 
$950,000. 

Last year a dividend of 25 cents on 
the common stock of Best & Co. was 
paid in February. This was raised to 
3714 cents in the next three quarters, 
while currently a disbursement of 50 
cents a quarter is being maintained. 
Assuming the stock to be on a regular 
dividend basis of $2 annually, the re- 
turn afforded is nearly 5% at the cur- 
rent price of $42 a share. 

Nothing concrete will be known of 
the operations of Best & Co. for the 
present fiscal year until the semi-annual 
report is made public in the early days 
of August. This is expected to reveal 
a profit higher than the $1.15 a share 
reported for the corresponding previous 
period. (It is to be noted that the sec- 
ond half of the year is seasonally the 
better.) While not a spectacular com- 
pany, the stock of Best & Co. is well 
worthy of inclusion in a diversified list 
of conservative equities. 


Reynolds Tobacco 


Cigarette production is making new 
high records monthly; according to the 
Bureau of Internal Revenue produc- 
tion in May amounted to 11,708,756,- 
460, compared with 11,174,076,147 in 
May, 1934, while five-months output 
this year totalled 53,247,881,480 cigar- 
ettes, as against 50,451,804,047 in the 
first five months last year. Hence, the 
renewed investor interest in the secur- 
ities of the Big Four in the cigarette 
field, of which the R. J. Reynolds 
Tobacco Co. is one. 

Reynolds is the manufacturer of 


“Camels,” in addition to which it has 
other profitable lines including “Prince 
Albert” smoking tobacco. For last 
year, earnings were equivalent to $2.15 
a share on the 10,000,000 shares of 
combined common and Class B common 
stocks. In the previous year the com- 
pany earned the equivalent of $2.11 








Earnings Per Share 
1933 1934 


$2.11 $2.15 $52 


Recent Price Div. Yield 
$3.00 5.8% 








a share, although the earnings in this 
period included a profit from the sale 
of the company’s own stock of more 
than $5,000,000. 


Despite the great improvement in 
cperating results last year compared 
with 1933, Reynolds would have done 
much better but for a number of arti- 
ficial adverse factors. In the first place, 
the higher NRA costs of labor and 
materials were operative during the 
whole of 1934, while they were in 
effect only part of 1933. In the sec- 
ond place, the average price of tobacco 
in the later period was approximately 
double the average price in 1933 
and, although the company has a sys- 
tem of spreading the cost of its inven- 
tories over some years, nevertheless 
earnings were adversely affected. Fin- 
ally, referring to operations for 1934, 
the company’s president, James A. 
Gray, stated that the increase of $7,- 
133,000 in certain tax items was largely 
made up of the A A A processing taxes. 

Now that the NRA code system 
has been killed by the Supreme Court 
there may well be a tendency for such 
materials as paper and foil to decline, 
thereby reducing costs. More im- 
portant than this, however, is the pos- 
sibility of the processing tax on flue- 
cured tobacco being greatly reduced. 
If the present Senate amendments to 
the AAA be passed finally, it will 
result in the processing tax on flue- 
cured tobacco being reduced on October 
1 from 4.2 cents a pound to 1.9 cents. 
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As cigarettes contain roughly 60% flue- 
cured tobacco, the importance to Rey- 
nolds of such a development readily 
can be realized. 

Capitalization of the Reynolds To- 
bacco Co. consists solely of 1,000,000 
shares of common stock and 9,000,000 
shares of Class B common stock, both 
issues being of $10 par value. There 
is neither preferred stock nor funded 
debt. With the volume of output ris- 
ing, with the strong probability of 
costs being reduced, it need occasion 
no surprise that the Class B stock of 
the Reynolds Tobacco Co. is selling 
currently at the high for the year. 
Even at $52 a share, however, the reg- 
ular dividend of $3 a share affords a 
yield of nearly 6%, which must be con- 
sidered a completely satisfactory return 
from a strong company under present 
conditions. 


Mathieson Alkali Works, 
Inc. 


In the first quarter of the current 
year, earnings of Mathieson Alkali 
were more than 25% ahead of those 
for the initial three months of 1934, 
and were the best in five years. Despite 
this auspicious start, and the absence 








Earnings Per Share 
1934 1935* 
$1.20 $0.37 

* First quarter. 


Div. Yield 
$1.50 5.0% 


Recent Price 
$30 





of anything likely to adversely alter 
this favorable trend in the subsequent 
months, the shares for some months 
have continued stabilized at levels to 
yield around 5% on the present $1.50 
dividend. In the meanwhile, other 
representative chemical issues have en- 
hanced in value to a point where the 
current yield has fallen to less than 3%. 

The explanation in the case of 
Mathieson Alkali is a simple one. Last 
year, the company increased its out- 
standing common stock from 623,263 
shares to 830,708 shares through the 
issuance of “rights” to stockholders. 
The funds thus obtained were expended 
in the construction of a new industrial 
chemical plant at Lake Charles, La. 
It is expected that in addition to 
strengthening the company’s competi- 
tive position, this plant will also permit 
important operating economies. In the 
interim, however, the company has had 
to rely upon the earnings of existing 
facilities to support dividends on the 
increased number of shares. As a 
result per-share earnings last year were 
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equivalent to only $1.20 a share on the 
common stock and even in the initial 
quarter of the current year, profits of 
37 cents a share were slightly less than 
dividend requirements. 

Yet the dividend is probably more 
secure than actual earnings would seem 
to indicate. In common with most 
chemical enterprises, Mathieson pur- 
sues a very liberal depreciation policy. 
In the first quarter of this year, for 
example, depreciation and depletion 
written off was equivalent to more than 
40% of operating profit, only a small 
portion of which, however, represented 
an actual cash outlay. Comfortably 
provided with working capital, the 
company, therefore, should encounter 
no difficulty in continuing dividends 
until the enlarged plant facilities may 
be more fully employed. 

The principal products of Mathieson 
Alkali are caustic soda, soda ash and 
chlorine. These items are widely used 
in the manufacture of plate glass, tex- 
tiles, soap, paper, rayon, bottles and 
numerous general chemicals. Demand 
from all sources was sustained at a high 
level in the opening months of 1935 
and while doubtless there was some 
falling-off in the takings by rayon and 
textile manufacturers in the second 
quarter, this condition may have been 
offset to an important degree by broad- 
ening activity in the other industrial 
fields upon which the company relies. 
The company reports encouraging ex- 
pansion in its new gypsum division and 
with the new southern plant prepared 
to “carry its load,” the outlook for the 
remaining months would seem well de- 
fined. Profits for the full year should 
compare favorably with $1,165,836 
earned in 1934. 

With only 23,777 shares of $7 pre- 
ferred ahead of the common stock, the 
latter occupies a strong equity position 
and even granted that near term earn- 
ings prospects may not be such as to 
enhance appreciably the quoted value 
of the shares, the reasonable yield is a 
more immediate inducement to acquire 
longer term commitments. 


Harbison-Walker 
Refractories Co. 


The fortunes of Harbison-Walker 
Refractories Co. are closely identi- 
fied with the steel industry and 
the company has an important stake 
in the revival of the heavier indus- 
tries. As one of the leading manu- 
facturers of refractory materials, Har- 
bison-Walker promises to substantially 
extend the earnings recovery already 
shown, once the large accumulated 
shortages of industrial capital goods 


are translated into actual orders. 

The principal products manufac- 
tured by this company include fire- 
brick, fireclay, silica brick, magnesite 
and chrome brick, which are used for 
the lining of blast furnaces, coke ovens, 
boilers, etc. Ownership of some 116, 
000 acres of fireclay, ganister and silica 
rock lands provides an adequate supply 
of necessary raw materials, and 27 
plants have been located with a view to 
enabling the company to most effective- 
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1933 1934 Recent Price Div. Yield 
$0.42 $0.77 $22 $1.00 4.6% 
ly serve its principal customers. Last 


year exclusive American rights were 
acquired for a German process for the 
manufacture of refractories made of 
olivine and other magnesium silicates. 

Capitalization of the company is a 
simple one and is easily supportable by 
normal earnings. In addition to the 
1,380,000 shares of common stock, there 
are 30,000 shares of 6% preferred 
stock. Dividends have been paid on 
the latter shares since 1902, with the 
exception of a lapse of two quarters 
in 1933, and all accumulations have 
since been paid off. Payments on the 
common were restored about a year ago 
and dividends are currently being paid 
on the junior shares at the rate of 25 
cents quarterly. Considering the na- 
ture of the company’s business, its 
ability to escape with but a single de- 
ficit, incurred during the depths of the 
depression in 1932, testifies to the skill- 
ful control of operating costs. The re- 
covery in 1933 produced earnings of 
42 cents a share on the common, and 
last year per-share earnings expanded 
to 77 cents. Estimated net income of 
$467,000 in the initial quarter of the 
current year was equal to 30 cents a 
share for the common, comparing with 
$337,900, or the equivalent of 21 cents 
a share in the first three months of 1934. 
Financial position is excellent; current 
assets, including about $550,000 in cash, 
at the end of last year totalled nearly 
$4,500,000, while current liabilities 
were only $440,628. In addition, mar- 
ketable securities carried as a fixed 
investment of $3,376,000, had a market 
value of $991,000. 

Recently quoted at 22, the common 
stock affords a return of nearly 5%, 
which in combination with the specu- 
lative possibilities which lie in the 
company’s opportunity to share gener- 
ously in the extension of general in- 
dustrial recovery, commends the shares 
as an interesting vehicle for both in- 
come and profit. 

(Please turn to next page) 
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Briggs Manufacturing 
Co. 


The two chief customers of Briggs 
Manufacturing Co., maker of auto- 
mobile bodies, are Ford and Chrysler. 
The latter two companies have set the 
pace in the motor industry’s remark- 
able sales gains. Ford sales for the 
first half of 1935 will probably be 
shown to have increased by approx- 
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Yield 
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imately 80% over the similar period 
of last year, when final figures are avail- 
able. The Chrysler figures probably 
will show a gain of from 55% to 60%. 

Despite the fact that Briggs, like all 
motor supply enterprises, operates on a 
small unit margin, the enormous vol- 
ume gain in its sales to Ford and 
Chrysler has resulted in a spectacular 
gain in profits. In the first quarter of 
this year it earned $1.67 per share of 
capital stock, against 78 cents in the 
first quarter of 1934. Net for the 
second quarter, not yet reported, is ex- 
pected to approximate the figure of 
the first quarter, bringing profit for the 
half year to probably slightly more 
than $3.25 per share, as compared with 
$1.83 in the first half of 1934 and with 
$2.64 a share for all of last year. 

Thus, the full year’s dividend re- 
quirement of $2 per share has been 
covered by a generous margin in six 
months. The figures offer obvious rea- 
son for the stock’s advance this year 
from a low of 2414 to a recent new 
high of recovery at 37!%. 

Naturally, a question presents itself 
whether the stock at present levels is 
still attractive in point of dividend yield 
and possibilities of ultimate further ap- 
preciation. On a statistical basis, the 
answer can only be in the affirmative 
The issue is quoted at only moderately 
more than ten times earnings for the 
first half of the year and still lower in 
ratio to probable earnings for the full 
year. At 37 the $2 dividend yields 
5.4% and this must be considered a 
relatively good return under present 
money market conditions, without al- 
lowing for a possible increased or extra 
distribution such as earnings would 
justify. 

While the company has some rela- 
tively modest plans of expansion under 
way to take care of next year’s busi- 
ness, there is no reason to suppose that 
this demands excessive conservatism is 
building up a cash position already not- 
ably comfortable. There are no capital 
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obligations ahead of the 1,979,000 
shares of no par stocks. Cash items on 
the balance sheet at the close of last 
year totalled $8,642,518 and working 
capital amounted to $15,549,611. Rel- 
ative to plant investment carried at 
only $10,169,695, an enviably liquid 
and flexible position is shown, and the 
past six months have further bolstered 
that position. 

It must be conceded that this busi- 
ness has one speculative aspect in its 
large dependence upon two big cus- 
tomers who are necessarily hard-boiled 
buyers, yet Briggs has built up a strong 
trade position in its highly specialized 
field and the chances appear remote 
that this will be undermined either by 
competitors or by Ford or Chrysler 
making more of their own bodies. 
Briggs would not have its present posi- 
tion if it had not demonstrated an abil- 
ity to “deliver the goods” at maximum 
efhciency and minimum cost. 

With an eye to the potentialities of 
new housing and home modernization 
and renovation, Briggs has developed 
a full line of drawn steel plumbing 
ware, including a variety of bathroom 
and kitchen fixtures. It is understood 
that these products, made of specially 
treated sheet steel, are considerably 
lighter than similar products of cast 
iron and lend themselves readily to 
production in many shapes and color 
designs. 

There is nothing of fortuitous char- 
acter in the progress that has been 
made by Ford, Chrysler and Briggs. 
The prospects of all three are promis- 
ing for the rest of the year and for the 
new selling year in 1936. 


General Railway Signal 
Co. 


After the depression years of depre- 
ciation, the railroads of this country 
in the aggregate need a vast amount 
of equipment. Why don’t they buy 
it? The answer is simple. Most of 
them need money even worse than they 
need new and more efficient equipment. 

Under the circumstances it would 
appear at first glance that the common 
stock of General Railway Signal had 
very little to recommend itself to the 
prudent buyer, excepting its promise 
of long-term recovery. But first glance 
would be wrong for two reasons. In 
the first place, this company is so sound 
ly and efficiently organized that it can 
make money on a relatively small vol- 
ume of business and can hold its losses 
to modest figures when there is virtually 
no business. In the second place, scat- 
tered buying from railroads and mis- 


cellaneous demand have provided a very 
substantial gain in orders this year, 
despite continuing serious depression 
in the railway field as a whole. 
Indeed, at the start of this year the 
company had on its books unfilled or- 
ders of a dollar value more than thirty- 
three times as large as at the start of 
1934 and, in fact, a volume of orders 
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stated officially to be 116% of the 
average on the same date for the ten 
prior years ending December 31, 1933. 

It must be borne in mind that a sub- 
stantial increase in orders for General 
Railway Signal is reflected first in an 
increase in engineering and other costs 
and shows up in earnings some time 
later as equipment is delivered. This 
accounts for the fact that, despite a ris- 
ing volume of orders in the second haif 
of last year, the company experienced 
a net loss of $342,150 for the year, or 
much bigger than the loss of $24,119 
in 1933. 

In contrast with net profit of $634, 
665 in 1932, $1,210,253 in 1931 and 
$2,432,350 in 1930—a total of $4,277, 
368 in three depression years—the total 
loss of $366,269 for 1933 and 1934 
reflects a remarkable ability to make 
money when a reasonable volume of 
business is available and to cut losses 
to the bone when it is not. 

On the current evidence, orders to 
be filled in 1935 will materially enlarge 
earnings. For the first quarter, net 
was 19 cents per common. share, 
against a deficit in the first quarter of 
1934. Second quarter net is expected 
to show a still further gain. Together 
with an exceptionally strong cash and 
working capital position, the current 
improvement in earnings lends definite 
assurance to continuance of the $1 divi 
dend now paid on the common. 

Around recent price of 30, the com’ 
mon yields 3.3% and at double the 
year’s low quotation is obviously dis- 
counting probable substantial gain in 
earnings for the year as a whole. The 
capitalization in the hands of the pub- 
lic being only 23,038 shares of 6% 
cumulative preferred and 320,709 
shares of no par value common, per 
share net on common is subject to 
radical improvement. Even though 1929 
net of more than $8 per share may be 
distant, recovery of an earning power 
somewhere between $2.50 and $5 per 
share would seem a conservative ex’ 
pectation over a reasonable period of 
time. 
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Taking the Pulse of Business 


— Steel Consumption Gains 


ITH all the leading 
industries which en- 
ter into our Business 

Activity index, except lum- 
ber, reporting somewhat 
greater than seasonal reces- 
sions during the past fort- 
night, the physical volume of 
production throughout the country has dropped to 78% 
of the 1923-5 average, but is still about 3% greater than 
last year at this time. June as a whole, after allowing for 
seasonal variations, was about 1% more active than May 
and 5% ahead of June, 1934. Business during the second 
quarter was about 3% more active than during the first 
quarter and about 3% ahead of the corresponding quarter 
last year. During the first half of the current year, busi- 
ness activity gained about 3.5% over the previous year. 
Generally speaking, it appears that slackening in operations 
during the week which contains Independence Day was 
less severe than usual, and the sharp rebound which has 
since taken place lends support to the belief that a re- 
sumption of the recovery movement will soon set in, if it 
has not already begun. In spite of the disturbing legislation 
which is under consideration at Washington, the customary 
mid-summer recession in business activity has thus far been 
much less severe than after the bulges in 1933 and 1934, a 
circumstance which appears to afford evidence of a con- 
siderable degree of inherent strength in the economic situa- 
tion. 

That the Common Stock Index has continued to ad- 
vance gradually during the past few weeks in the face of 
contemplated higher taxes may be explained partly on the 


— Copper Outlook Improving 
— Gasoline Demand Sustained 
— Wool Output Higher 

— Shoe Profits Lower 


theory that large investors 
anticipate a considerable im- 
provement in earnings dur- 
ing the second half year, and 
partly on the grounds that 
any step toward balancing 
the Federal budget is con- 
strued in conservative quar- 
ters as a constructive measure. Rough calculations have 
shown, moreover, that the proposed sliding scale of cor- 
poration income taxes, if in force during 1934, would have 
taken only 4% from aggregate profits of that year. 

The advent of hot weather since our last issue has bene- 
fited retail trade in many sections of the country, though 
agricultural areas continue to be outstanding sources of 
purchasing power. While industrial payrolls fell off some- 
what in May, farm income enjoyed a 16% increase over 
last year and this was only partially offset by an advance 
of 5% in things the farmer buys. June sales by the two 
leading mail order houses made extremely happy compari- 
sons with the corresponding month last year, and orders 
placed with agricultural implement makers are expanding 
rapidly. In foreign trade, improvement is taking place 
gradually. True our merchandise imports exceeded exports 
in May, the so-called unfavorable balance being the first 
for any like month since 1929; but total exports plus im- 
ports in May were nearly 7% ahead of last year. The 
League of Nations reports that in 1934 the United States 
became the world’s chief exporter for the first time since the 
war. 

Reports which have come to hand since our last issue add 
further evidence to the expansion in demand for heavy 
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goods. According to the F. W. Dodge Corp., residential 
building awards for the first half of June were nearly equal 
to those for the entire month of June, 1934—bringing the 
cumulative gain thus far this year to 60% over the corre- 
sponding period last year. Paint sales for May were 12% 
heavier than last May. Sales by General Motors in June 
were more than 20% ahead of last year and only 10% 
under the corresponding month in 1929. Although unem- 
ployment in May is estimated to have been 5.5% greater 
than a year earlier, a considerably greater than seasonal 
increase in payrolls has been reported for that month by 
the Bureau of Labor in such industries as metal mining, 
machine tools, prime movers, plumbers’ supplies, glass, 
canning, typewriters, silverware and wool. Employment 
in the durable goods industries has shown a rebound of 
67% from the bottom of the depression, compared with a 
recovery of only 35% in the non-durable goods field, where 
the recession had not been so severe. 


The Trend of Major Industries 


STEEL—While the average rate of steel ingot produc- 
tion fell to a low level during the week which included 
Independence Day, the rate was considerably higher than 
for the holiday period last year, and has since rebounded 
sharply to around 36% of capacity, compared with 28% a 
year ago. Steel ingot production during the first half of 
this year amounted to about 15,900,000 tons, or 4% less 
than for the first half of 1934; but actual consumption is 
estimated to have been 5% to 10% heavier, since users 
were drawing upon stocks in hopes of securing lower prices. 
Thus far quotations have not been shaded, and it is be- 
lieved that no important mill will venture to take the 
initiative in price cutting, knowing that any lowering of 
prices will be met immediately by other producers. With 
miscellaneous demand for steel products holding up re- 
markably well for the time of year, and with prospects of 
heavy orders from the automobile industry by early Sep- 
tember, the second half year’s outlook is regarded as 
promising, and some observers expect that a new high for 
the recovery will be reached before Christmas. 


METALS—Unloading by disappointed and embarrassed 


speculators since our 





heavy goods industries. Lead is in active demand at pres- 


to 4.15 cents, New York. Domestic consumption of tii 
thus far this year is running about 6% ahead of last year, 


PETROLEUM—Although production of both crude 
oil and gasoline have tended to outrun consumption since 
the demise of NRA, and resulting price shading has 
broken out in scattered localities, the price spread between 
raw and refined products has remained fairly liberal; so 
that earnings for the first six months of the current year 
are believed to have been somewhat better than for the 
first half of 1934 and considerably ahead of those for the 
second half of last year. 


RAILROADS—Largely because of credits from amounts 
set aside by some roads to meet liabilities under the Railway 
Pension Law, since declared unconstitutional, returns for 
May showed moderate improvement over April. Com- 
pared with like periods in 1934, gross income of Class I 


ent writing and has been advanced in three successive steps 












roads showed a decrease of 0.9%, and an increase of 0.5% F 
for the first five months; while May net decreased 0.5%, | 


compared with a five months’ increase of 13%. 


TEXTILES—Wool consumption in May came to 70, | 
600,000 pounds, compared with 62,100,000 in April, and | 


only 28,200,000 in May, 1934. Prices have been improv- 
ing recently; but are still far below the highly gratifying 
level of a year and a half ago. Shipments of rayon to 
domestic mills thus far this year have exceeded those of the 
like period in 1935 by 16%. 


SHOES—Profits of principal shoe manufacturers dur- 
ing the first half-year were under the corresponding period 
of 1934, owing to higher cost of material and somewhat 
lower sales volume. 


Conclusion 


The fact that the Common Stock Index has continued 
to advance, and that the Business Activity index has dis- 
played only a minor reaction, during the past few weeks 
while legislation of disturbing character has been under 
consideration by Con: 
gress, would seem to 





last issue caused a drop 
to nearly 68 cents in 
the price of silver. To 
prevent demoralization 
in the market, the U. S. 
Treasury is reported to 
have purchased nearly 
40,000 ounces of the 
white metal during the 
three business days fol- 
lowing the Fourth of 
July. Observing this 
support, India then ap- 
peared as a buyer and 
rallied the price a few 
cents. Copper is still 
in light demand at the 
lowered price of 8 
cents; but stocks of 
“bootleg” copper are 
being reduced and a re- 
newed buying wave in 
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52.0 24.5 25.8 SO ee ea 6.7 WS i6 26:6 29.5 
15.9 60 8.8 a RS a ry a eae 8.9 5.2 6.7 6.9 6.3 
50.2 28.9 41.6 ee ee rere 43.4 28.5 37.2 38.7 41.1 
17.0 .0 54.4 BO BBOr ee TOI. ons keene 57.4 387.6 45.56 49.4 61.2 
31.3 20.4 22.2 SS eee 30.4 21.1 27.9 27.8 27.0 
214.0 131.5 143.2 ee rere 150.3 122.5 140.3 145.6 144.9 
70.3 40.2 45.2 8 Telephone & Telegraph.... 52.4 34.2 49.8 52.4h 50.4 
65.8 37.5 47.8 ae 50.4 34.7 42.5 44.5 43.6 
14.6 7.6 9.0 5 Tires & Rubber........... 9.3 6.0 7.2 7.0 73 
88.6 66.5 84.7 Mi REMMI cE teases. e S.clace s 10:3. 91.4 77.2 88.4 91.2 91.4H 
73.5 43.5 65.0 WP RIO ins 5.5.5 icieis.0' semi ess 66.8 51.0 57.9 59.8 62.8 
275.5 43.6 258.2 3 Variety Stores. , 271.4 219.7 263.7 265.2 266.3 


H—New HIGH record since 1931. ew HIGH this year. x—New LOW this year. 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 


you. 


It is subject only to the following conditions: 


1. Give all necessary facts, but be briet. 
2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 
Special rates upon request for those requiring additional service. 








BROWN SHOE Co. 


I note that Brown Shoe earned but 
$1.53 a share for the first six months of 
this year, as compared with $1.80 in the 
1934 period. Would you care to comment 
on this in its bearing on the common stock 
which I hold for income and investment? 
—B. T. N., Memphis, Tenn. 


Ranking as the third largest domes- 
tic shoe manufacturer, the Brown Shoe 
Co., whose operations are concentrated 
on low and medium priced lines, has 
demonstrated favorable earnings sta- 
bility over a period of years. In ad- 
dition to its “Buster Brown” shoes for 
children and its “Brownbilt” shoes 
for adults, the company is the official 
manufacturer of “Boy Scout” and 
“Girl Scout” shoes. Brown Shoe Co. 
leases the greater part of its shoe man- 
ufacturing machinery, on the basis of 
the actual number of shoes manufac- 
tured on each machine. Thus, the 
overhead is considerably reduced during 
periods of slack business. The com- 
pany has no funded debt and the 247,- 
000 shares of common stock are pre- 
ceded by only 31,569 shares of 7% 
preferred stock. The present $3 annual 
dividend rate on the common stock, 
inaugurated in 1930, has been earned 
and paid continually since that time. 
The company earned $3.71 a share for 
the fiscal year ended October 31, 1934, 
as against $4.89 a share a year earlier. 
Actual unit production in the past 
fiscal year reached the highest level in 
the history of the company, but in- 
ventory losses at the close of the year 


caused a reduction in profits. For the 
six months ended April 30, 1935, the 
company earned the equivalent of 
$1.53 a share on the common, as 
against $1.80 in the first six months of 
the previous fiscal year. Liquid finances 
of the company are in excellent shape. 
At the present time, there appears to 
be no danger of any sharp break in hide 
prices with consequent heavy inven- 
tory losses, and with business improve- 
ment indicated for the fall, operations 
of the company are expected to con- 
tinue at a higher level. We recom- 
mend the stock for income with gradual 
price appreciation possibilities. 


COLLINS & AIKMAN CORP. 


I am now even on some Collins & Aik- 
man common shares bought in 1934. I 
would like your advice as to the course I 
should take, as it has been profitable in 
every case in the past.—U. V. S., Philadel- 
phia, Pa. 

Variations in operating results of 
Collins & Aikman Corp. correspond 
more or less with the activity in the 
automotive industry, since that industry 
consumes approximately 75% of the 
company’s pile fabrics. Hence, the 
earnings record of the company reveals 
a series of losses from 1931 to 1933 in- 
clusive, with an abrupt reversal of this 
trend in 1934. Contributing to the 
pronounced recovery of earnings dur- 
ing the fiscal year ended February 28, 
1934, was appreciation in value of its 


inventories. The heavier operating 


costs during the fiscal year ended last | 
February considerably restricted profit | 
margins, with the result that net during | 


that twelve months period amounted to 


only 74 cents a share on the common | 


stock, in comparison with $1.52 re- 
ported for the previous fiscal year. 


While this showing is somewhat dis- / 
concerting, it should be noted that | 


earnings of the company for the final 


quarter of the last fiscal year were | 
more than sufficient to offset the loss | 
sustained during the first nine months. | 


Moreover, reports indicate that for the 
initial quarter of the current fiscal 
period continued 


summer months, but with production 


restrictions of the NRA removed, re: | 


newed demand for the company’s prod- 
ucts should be witnessed with a gen: 
eral pick-up in the automotive industry. 
Under the circumstances, therefore, 
speculative retention of your holdings 
would appear to be justified. 


JEWEL TEA CO. 


I have seen mention of the possibility | 


that Jewel Tea’s dividend might be w- 
creased. I would appreciate your comment 


on this and the circumstances which would | 


bring this about.—I. L., Spokane, Wash. 


In 1934 Jewel Tea Co. paid an extra 
(Please turn to page 367) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 





improvement was | 
registered by the company. Of course, | 
some contraction of earnings undoubt: | 
edly will be witnessed during the slack | 
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10% Points Profit on 





What Our 
Subscribers Say 


C. S. of Tennessee— 
“As a subscriber to your serv- 
ice, I find your forecasts and 
predictions are most always 
correct.” 


P. M. S. of Pennsylvania— 
“Your service is very good. I 
am for you one hundred per 
cent. Your advice is right- 
up-to-the-minute. Certainly, I 
will renew my _ subscription 
before it expires.” 


C. E. P. of Alabama— 
“T am more than pleased with 
the very satisfactory results 
obtained from The Investment 
and Business Forecast.” 


W. T. K. of Missouri— 
“I expect to renew my sub- 
scription when the current 
one expires.” 


VM. J. M. of Missouri— 


“T find your service valuable 
in keeping informed on the 
status of business and the 
stock market.” 


F. G. R. of Pennsylvania— 
“Other services furnished me 
with plenty of information 
but none told me when to sell 
except your Service. The 
others did so when it was too 
late.’ 


W. C. of Kansas— 


“IT have recommended your 
service very highly. I could 
do this because I know that 
you have been right practi- 
cally all the time.” 


E. L. H. of Ohio— 
“Your service is getting un- 
der way very nicely.” 


Complete Service for 


Six Months Only $75 











90 BROAD STREET 


to reach you. 





MAIL THIS COUPON TODAY! 
THE INVESTMENT AND BUSINESS FORECAST, of The Magazine of Wall Street 


I enclose $75 to cever my six months’ test subscription to The Investment and Business Forecast. 
I select I will receive the complete service outlined by mail. 


Send me collect telegrams on all recommendations checked below. 


C] TRADING 
ADVICES 


CJ UNUSUAL 
OPPORTUNITIES capital sufficient to buy 10 shares of all recommendations on over 50% margin. 


Cl BARGAIN 


INDICATOR sufficient to purchase 10 shares of all recommendations on over 50% margin. 
| eres rrr are Ae eee ee ee ee a ON a CAPITAL OR EQUITY AVAILABLE ........ ee eee cece eee cecrecseere 
NIN ao as Siac tra awash Sim Warts Woy ave le 5) lu RIGWE.O ws MW OSS) 9 Simigre taal. n ts. o.1ai6'lo7a'e 6: breie/al e966: Wi8:e Ole Oh Sloss ¥:8's eee ab Se Nia.ceie le Fie 16 Sao a eeree ine 
Dey Ge een we re retry a eel ayy eee ee a oe ee ee Cee a i! eee RTE ee ee ee ce eee ee ee ee ee ee July 29 


Include a Complete List of Your Present Holdings for Our Analyses and Recommendations 


Columbia Pictures 


Another illustration of the substantial profits 
being made available to our subscribers. 


N June 14 Columbia Pictures was definitely recommended around 

64 3/4. It is now 75 1/2—10 3/4 points profit in 4 weeks. Even 

on a ten share basis, this commitment would represent $100 profit to 
you. 


106 Points Profit to Date This Year 


OLUMBIA PICTURES is only one of the special situations un- 
covered right along. International Cement, Mesta Machine and 
Distillers Seagrams are also being carried with sizable profits. Over 
50% of our open commitments show profits of 3 points, 30% show 
profits of 5 points, 10% show profits of 10 points. Our record this 
year—our closed and open position—shows 106 points profit and we 
are confident of securing much greater profits for our clients over the: 
balance of the year. 


New Recommendations Now Ready 

OUR Forecast subscription will bring you immediately several 

stocks offering outstanding near-term profits, and you will be in 

no further doubt as to your market position. You will have the assur- 

ance of knowing that your commitments on our recommendations are 

being kept under our continuous supervision and you will also have 

the benefit of our extensive consultation privileges at all times. Mail 
your enrollment promptly to participate in our current advices. 


CThe INVESTMENT and BUS INESS FORECAST 
The MAGAZINE of WALL STREET 





NEW YORK, N. Y. 


I understand that regardless of the telegrams 
($125 will cover an entire year’s subscription.) 


CABLE ADDRESS: TICKERPUB 


(Wires will be sent you in our Private Code after our Code Book has had time 


recommendations following important intermediate market swings. Three 
Three to five stocks carried at a time. $1,000 capital sufficient 
margin, 


Short-term 
to four wires a month. 
to act in 10 shares of all recommendations on over 50% 


Speculative investments in low-priced issues that offer outstanding possibilities for mar- 


ket profit. Two to three wires a month. Three to five stocks carried at a time. $500 


Dividend-paying common stocks entitled to investment rating, with good profit possibilities. 
One to two wires a month. Three to five stocks carried at a time. $1,000 capital 
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Dividends and Interest 








will 


closed. 





dividend on General Mills common. 


(Signed) KARL E. HUMPHREY, 
Treasurer. 


WHY NOT 


GENERAL 
MILLS, #c. 


di 28th Consecutive 
Common Stock Dividend 


June 29, 1935 
Directors of General Mills, Inc., announce 
the declaration of the regular quarterly divi- 
dend of seventy-five cents per share upon the 
common stock of the cempany payable August 
1, 1935, to all common stockholders of record 
at the close of business July 15, 1935. Checks 
be mailed. Transfer books will not be 
This is the twenty-eigth consecutive 




















BENEFICIAL INDUSTRIAL 
LOAN CORPORATION 


Dividend Notice 


EGULAR quarterly 

dividends have been de- 

clared by the board of direc- 
tors, as follows: 


Preferred Stock Series A, 87¥4c 
ter share 
Common Stock 374c per share 


Both dividends are payable 
July 30, 1935 to stock- 
holders of record at close of 
business July 15, 1935 


























E. A. Batey, 
Treasurer. 
+ COLUMBIA 
svstem| GAS & ELECTRIC 
CORPORATION 
July 9, 1935 





T# Board of Directors has declared this 
day the following quarterly dividends: 
Cumulative 6% Preferred Stock, Series A 
No. 35, $1.50 per share 
Cumulative Preferred Stock, 5% Series 
No. 25, $1.25 per share 
Cenvertible 5% Cumulative 
Preference Stoc 
No. 14, $1.25 per share 
payable on August 15, 1935, te holders of 
record at close of business July 20, 1935. 
How ranp H. PEt, Jx., 
Secretary 
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New York Stock Exchange 


Rails 




















1933 1934 1935 Last Div’d 
: a Sale $ Per 
A High Low High Low High Low 17/10/35 Share 
Atchison SMES ier At EG hie ws die sare 0 eas mo 80% 3454 7334 45144 5554 3534 4914 
Atlantic Coast Line...).1...... 12. 59 1614 5416 2434 8714 1916 a2i¢ = 
B 
Baltimore & Ohio.................. 387% 844 3414 1234 15 1% 1034 nas 
Bangor & Aroostook . . VIII] 4a 20" 46348515 4a: 86% 2% 
Sondiigt-dhoniamen Transit... 2.27! 41144 21% 44% 2814 4414, 3614 4134 8 
e 
Canadian Pacific. . ekbons toans ne 7% 184% 10% 1334 9% 10 aa 
Chesapeake & Ohi .. 494% 2454 4854 3914 453%; 37% 4434 2.80 
C. M. & St. Paul & Pacific. 11%4 1 814 2 3 yy 34 - 
Chicago & Northwestern. . tose. a 14% 15 34 554 1% 2 
Chicago, Rock Island & Pacific...... 10% 2 6% 1% 254 4 K% 
D 
Delaware & Hudson.. ... 983% 3754 73% 35 4316 2314 30% 
Delaware, Lack. & Western... .. 46 17% 3334 14 19% 11 14% 
E 
4 a ere ere | df 334 24% 9% 14 1% 1% 
Great Northern Pfd................ 3334 456 321% 124% 22 954 2134 
H 
Hudson & Manhattan.............. 19 6% 12% 4 5% 234 2% 
I 
oT Re eee eee 5034 84 38% 1354 174% 9% 1444 
Interborough Rapid Transit......... 1334 4% 17% 54 161% 834 133 
L 
SS ee ees 2734 854 21 4 11% 7 
Louisville & Nashville chk dines hea 674 214 62!4 37%4 47'5 34 4114 3 
M 
Mo., Kansas & Texas.............. 17% 534 14% 43% 6% 25% 254 
RCOMDEICN URONIC Ss oe ccc cnet ecnscnn 1014 1% 6 1% 3 1 1% 
N 
New York Central. . eee ere 14 4514 1834 2134 124% 174% 
N. Y., Chic. & St. 2S Se ei eres 2754 2% 267% 9 13 1% 
SS ae 347% 11% 241% 6 84 2% 4 
N. Y., Ontario & Western........... 15 e74 115% 46 6 254 34 ma 
Norfolk & Western................. 177 111% 187 161 182 158 182 *8 
re 347% 954 3614 1414 21% 13% 19% a 
a ae 4214 1334 39% 20% 253, 17% 2314 1 
R 
ESS cabui Ne soa snubeokcoeces 6214 2314 5634 351% 434; 29% 3214 2 
Ss 
CO ere rere 9 % 4% 1% 2 x % 
rr 3834 11% 3334 14% 19% 12% 18 
Southern Railway.................. 36 4% 36% 11% 16'4 5% 1% 
Tz 
eee 43 15 4344 13% 2534 14 18% 
U 
I I ono ck cGn Sa con eceons 132 61144 183% 90 111% 824% 105% 6 
WwW 
Western Maryland................. 16 a 174% 1% 9% 5% 13% a 
. e 
Industrials and Miscellaneous 
1933 1934 1935 Last Div’d 
_ = Sale $ Per 
A High Low High Low High Low 7/10/35 Share 
Adams-Millis Corp................. 80 60 10314 73 3314 28 32 2 
Bie ROBOTEER, ERG e oo 0s ccc cscccccce 112 47% 113 9134 147 104% 146% *3 
Alaska Juneau................-.-. 33 11% 23% 1654 20% 15% 1634 * 60 
Allied Chemical & Dye............. 152 7034 16034 115% £160 125 159% 6 
ee eee: 2634 6 233% 10% 253i 12 2554 ~ 
rn os 006550 d 006eons 475% 18% 88 39 70% 8 4844 6534 2 
Amer. Agric. Chemical Ch) cccccces 1% 25% 57% = 4144 4614 2 
American Bank Note............... 2814 8 36% 114% 2844 1314 27% Pra 
Amer. Brake Shoe & | RRS 4214 9% 38 19% 335g 21 3234 1 
DI Ran pvc scscscccsccccees My 4916 11434 904 144 110 140 4 
RI EE os 0 n.6.0 0 00s sscene 3934 6% 33% 12 20% £410 183% 
ee | 6144 34 705% 464% 96 66 91 *3 
American & Foreign Power......... 1954 3% 1334 3% 5 4) 2 44% 
Amer. International Corp........... 15% 4% 11 43% 1% 4% 73% 
Amer. Power & Light.............. 19% 4 124% 3 4% 1% 334 
Amer. Radiator & S.S.............. 19 45 175% 10 16% 10% 154 
Amer. Rolling Mill.. 31% 34 284% 1344 24 1534 2144 
Amer. Smelting & Refining. 1034 614% 30% 474% 315% % 
Amer. Steel Foundries... . 454 2614 10% 18% 1634 
Amer. Sugar Re 74 21 72 46 704% 65% 59144 
Amer. Tel. & Tel 13434 4 1254 100% 130% 98% 127% 9 
ee) Saree 9434 5034 67 984% 7434 983% 
Amer. Water Works & Elec 4314 10% 2754 1254 14% 1% 114% 
Amer. Woolen Pfd....... 67% 2254 8334 36 61% 35% 4416 
Anaconda Copper Mining 22% 1734 10 18% 1534 
Amour Co. of Ill......... 6% 3% A 3 3% 
Atlantic Refining.......... .. 82% 12% 35% 21% 28 21% 2516 1 
ee RR eee .. 84 31 57% 1614 293% 15 2254 
Aviation Corp. Del................. 16%% 5% 1034 334 55 3 3% 
B 
Baldwin pecan... evecens REDE 3% 16 4% 65 1% 2 = 
Bayuk Ci eee i 5 cael ik 3% 4534 23 50% 37 4814 *50 
Beatrice Creamery be Rebiswinls die iee ae aT 4 7 1934 1034 19 id 143% {50 
Beech-Nut —- FET see ate 7014 45 7654 58 91 . 91 3 
Bendix Aviation .. ey 21% 6% 23% 934 17% 11% 16144 
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Price Range of Active Stock 
= e . 
Industrials and Miscellaneous (Continued ) 
} > 1933 1934 1935 aon by Be 
ee ale er 
re B High Low High Low High Low 17/10/35 Share 
12 Best & Co... 331% 9 40 26 43 34 43 
AE eR EES Era 1 2 
- Bethlehem Steel Corp.............. 494 10% 4914 24% 84% 2154 3014 ye 
SS aero 584 9% 6834 44', 59% 3954 40% 3 
he I 6 vs ee cscecsecetea'e 37% 18 284 19% 25% «= 2514 1.60 
2% Borg —— Piacoa sacks h are bis e ere 22% 5% 31 % 164% 43 2814 43 1.50 
3 Briggs = ee Mbt Sa ee ces we ae 14% a +74 = ‘8 12 387% 24/9 3634 2 
Burroughs Adding Miachiae..<<\°°. 0% “Big” 19s; 104 73h «18h¢ tig 60 
od yers RI 5.0 soo fe ds ewes 4314 8'4 3234 13°4 2054 11% 165% 
30 z 
Cc 
x: California Packing Ne or are es 3434 734 4434 1834 4216 33 35 
ony a aaa Me ie ine MM Re RR «lg = 
Case, J. DER ne ae iaisias as ie <aans 10314 3014 8634 35 63 4534 59 ce 
CMOTIMUEAT TEROOOE. o.oo cc cece ces 2934 6% 3834 23 6044 36% 50 ao | 
WORT IIE bic 4.6 0:5 sc 60 0 oh 6les.00's 58% 41% 4474 17% 353g 1914 2714 
Cerro de Pasco Copper............. 4434 5% 4414 30% 6334 3854 4 
Chesapoaice Corp... .......cccccsces 52% 14% 487% 34 44% 36 42 
rb areae ce Ae eee’ adieis acai 5754 134 603% 2914 62% 31 5234 | 
Colgate-Palmolive-Peet...... .. 22% 7 18% 9% 184% 15% 50 
one Baie x LS, ° ¥% Hs | *. f, 93 67 =h 9014 4 
Commercial Credit. 19,4 toss 18584835 391k ant 2 
Comm. ee Trust.. 4314 18 61 . 35% 68144 5614 67 *2 
oe a. 574 9 3634 1534 23% 17% 193% * 60 
ea eum-Nairn........ 27% 73% 3536 22 3634 27 3536 1.60 
onsolidated Gas of N. Y. 6414 34 47% 1814 274% 15% 26'6 1 
Consol. Oil. 2. gy ccttin tsetse 1534 5 144% 1% 10% 6'4 8% 
Container Corp. “‘A”............. - 10% 1% 1334 6 1354 83¢ 104% 
Pewee re ee 783% 3514 6414 5634 8814 6234 8734 2.40 
| ontinental Insurance.............. 3614 10% 3614 2334 377%, 928% 3734 *1.20 
; Continental Oil..... so Se secesscceccs 195% 4% 2234 1534 23 15% 2154 $.374 
Corn Products Refining............. 905% 453% 8414 5514 7834, 62 78 
Crown Cork & Seal................ 65 144% 3644 18% 36 2314 35% 
pa +t ala (> ae +O a (+ (S12 
oI =. > Crh eS hy ork aie 4 % 4% 16 2214 oe 
Deere RMR ee recta a » olpniee dean ole 49 534 3416 10} 31 22°34 29} 
Diamond Match. 2000002002000. 291 1714 Big 81 86% 261, 358 1 
oa I eee eee ee 3914 2 46144 32 4310 34% 8754 2 
ORO RINNE 55 vasa aciew so nes 184 104% 2814 144% 2734 «41744 26 iis 
Du Pont de Nemours............... 96% 324% 103% 80 106 865g 1055% 2.69 
E 
Rastman Kodak Co. ............00% 8934 46 My J lg 
B Electric Auto Lite.............2..2! ors «fo gas ds gs 83g Base : 
B Elec. Power & Light................ 18% 8% 9% 9% 3% 1% 3% ra 
3 Electric Storage Battery............ 54 21 52 34 4915 39 4614 2.25 
i Endicott Johnson Corp............. 62% 26 63 45 654 5234 65 3 
F 
Fairbanks, Morse & Co............. 114% 2} 18%4 3g 4 
| Firestone Tire & Rubber............ 3154 rye 1? aT 9 CT 40 
| he National Stores............... 7034 43 694 53 74 «64534 54 2.50 
| loster Wheeler Corp............... 23 4 22 84 1714 9% 154% 
PK WR RING ioe sso 210 ds 000 S00 9 8:0 19 12 17% 84 7 854 1634 
SEOOPOTS ROMBBD. oo 6. ice snccsenes 4936 164 503 2114 2844 17% 2614 Z 
G 
t — Baling NES sos e haeks £374 13% eis . an es) “an 1.75 
ain wis. 414.69 wt 0'6'Sie she ee & YR 4 72 8 60 
f General Electric... ..... 2.2.2.2... 301, 1035 255, 16% 27% 201, 26% ‘60 
SSOMIEMIA ENON 5 ig, 0:5.5 4.055 415 4:6:6'6'4 10:0: 39% 21 36% 28 87% 324% 37% 1.80 
| General Motors Gorp.... 020000001 Va (tol ge (7 Y 9 Se 3+ 
| General Railway Signal...........!) 491 «18% 45% 84g 30%, 185; «30° i 
/ General Refractories............... 1934 2 2334 10% 2334 1634 2254 
Gillette SAIC MAZE ... 5. ccc cece 20% 1% 14% 8% 165g 12 1554 i 
LS rer 334 2834 1554 32 2334 2934 | 
rhe 4 ey: Sane iMacs & See a7 76 Ss 4 16 ote 1434 165¢ 1.20 
< > eee 4 8 1 7! 814 5 
| Goodyear Tire & Rubber 00.0. 2.: 47', 9 Ag 86 267, 15%; 197% ni 
i Rs 2 ja wap ss aw ae % 354 323g 2654 29% 2.40 
; H 
Hercules Powder Co............... 6854 15 815 59 8 y 
Homestake Mining................ 373 . 145 aso 310 Pi 338 “on” “13 
Hudson Motor Car................. 16% 3 241% 6% 1234 64% 8 
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What 12 Stocks 


Do Experts Favor? 


aber sigs the past four weeks the 


stock recommendations of leading 


financial authorities have centered 
about 12 issues. The names of these 
favored stocks and the prices at which 
they are recommended are given in the 
current UNITED OPINION Bulletin. 


Experience has shown that stocks 


recommended by three or more finan- 
cial experts almost invariably show bet- 
ter than average appreciation. 


tie introduce to you the UNITED 
O 


PINION method of stock fore- 


casting—so successful during the past 
16 years—we shall be glad to send you 
without obligation this list of 12 out- 
standing stocks—a list available through 
no other source. 


Send for Bulletin W. S. 18 FREE! 


(Please print name and address) 


UNITED BUSINESS SERVICE 


210 Newbury St. ~ 2 Boston, Mass. 


———=———[—=[__—_————— 





STOCKS — BONDS 
COMMODITIES 


Folder explaining margin requirements, commission 
charges and trading units furnished on request 


Cash or Margin Accounts 
Inquiries Invited 


J. A. Acosta & Ce. 


Members 
New York Stock Exchange 
New York Cotten Exchange 
Chicago Board of Trade 
Cemmodity Exchange, Inc. 
and other leading exchanges 


60 Beaver St. New York 








POINTS ON TRADING 
and other valuable information for 
investors and traders in our help- 
ful booklet. Copy free on request. 

Ask for booklet MC 6 


Accounts carried on conservative margin. 


(isHoim & (HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 

















Odd Lots—100 Share Lots 


Booklet M.W. 801 upon request 


Established 1898 
Vembers New York Stock Exchange 


John Muir&©. 


39 Broadway New York 








LOEW’S INCORPORATED 


‘THEATRES EVERYWHERE” 
July 8th, 1935. 


TS Board of Directors on July 3rd, 1935 
declared a quarterly dividend of $1.624% 
per share on the outstanding $6.50 Cumula- 
tive Preferred Stock of this Company, pay- 
able on August 15th, 1935 to stockholders 
of record at the close of business on July 
26th, 1935. Checks will be mailed. 

DAVID BERNSTEIN 

Vice-President & Treasurer 








CONTINENTALGCANCOMPANY Inc. 


A regular quarterly dividend 

of sixty cents (60¢) per share 

feu on the common stock of this 
Company has been declared pay- 


h Iders of record at the close of 


business July 25, 1935. Books will not close. 


B. JEFFRESS, JR., Treasurer. 








365 














3000 OUTSIDE ROOMS 3000 BatHs 3°° up 


Special Apartment Floors fer Permanent Guests 








Your telephone helps you 
to getaction quickly, easily, 
at low cost. 






Bell Telephone 


System 





ORK UNION 


Fully accredited. Prepares for college or business. Able 
faculty. Small classes. Supervised study. Lower School 
for small boys in new separate building. Housemother. 
R. O. T. C. Fireproof buildings. inside swimming pool. 
All athletics. Best health record. Students from 27 states 
and other countries. Catalog 36th year. Dr. J. J..Wicker, 
Pres., Box A, Fork Union, Virginia. 


: 2 | 
BRIGGS |! 
MANUFACTURING | 
- COMPANY . 
Dividend on Common Stock . 
Directors of Briggs Manufacturing | 
I 

| 

| 

\ 

| 

1 

! 

| 








Company have declared a regular 
quarterly cash dividend of fifty cents 
($.50) per share on the outstanding 
non-par value stock ofthe company, 
payable July 30, 1935, to stockhold- 
ers of record at the close of business 
July 16, 1935. 














=m Conservative Margin Accounts Accepted = 


Granberry & Co. 


Members 
New York Stock and Other Leading 
Sxchanges j 
50 Broadway New York 
Branches in 


New York City & Louisville, Ky. 
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Answers to Inquiries 
(Continued from page 362) 
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dividend of 50 cents a share in addi- 
tion to regular dividends aggregating 
$3 for the year. On the basis of in- 
dicated results for 1935, there is a 
sound basis for anticipating similar ac- 
tion in the current year. The company 
does not issue interim reports but sales 
have registered a steady gain and for 
the first twenty-four weeks were some 
12% ahead of last year. The com- 
pany operates about 1500 wagon routes 
embracing a large section of the entire 
country, in addition to which 80 chain 
grocery stores are operated in the Chi- 
cago area. The management has dem- 
onstrated its outstanding ability in effec- 
ting operating economies, as well as in 
the matter of timely inventory acquisi- 
tions. In the face of exceptionally 
keen competition, sales last year re- 
corded a new high level and earnings 
were equivalent to $4.44 per share on 
280,000 shares of capital stock. There 
is nothing in the situation at the present 
time to suggest any question of the 
company’s ability to sustain current 
earnings on a par with those of 1934, 
and with the assurance afforded by a 
sound financial position, the shares may 
well be held for the liberal yield which 
they afford. 


WESTINGHOUSE ELECTRIC 
& MANUFACTURING CO. 


In line with the sharp improvement in 
Westinghouse Electric (since you recom- 
mend it at around 36 in your January 5th 
issue) I would like to have your views on 
what to expect over the dull summer 
months —S. W. Y., New York, N. Y. 


Recent reports are to the effect that 
Westinghouse Electric & Manufactur- 
ing Co., in the second quarter of this 
year, increased new orders 10% over 
the first quarter, which itself produced 
a 40% gain over the initial quarter of 
1934. In the circumstances, it is quite 
likely that profits in the second quarter 
this year will be fully as good as the 
$2,226,496, or 87 cents a common share 
earned in the quarter ended March 31. 
On this basis, profits for the first six 
months should be equivalent to $1.75 
per share on the common stock. Sales 
and earnings in the current year have 
been bolstered by a substantial volume 
of orders for household appliances and 
electrical equipment while orders for 
the heavier types of machinery continue 
to lag. This latter division, however, 
is a potential source of substantial busi- 
ness which would doubtless make itself 
felt as confidence in the forces of recov- 
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CAN UTILITY STOCKS 


COME 
BACK? 


e Utility stocks can 
come back. They did 
come back — vigor- 
ously—a dozen years 


° 
ago. The average. 777"? 3S 





23 


PRICES OF 9 STOCKS 
OF UTILITY HOLDING COMPANIES 


JAN.— MAY, 1935 


240625 0« «2% 8K 32-334 


prices of 9 gas and electric holding company stocks were approximately at the 
same level in the years from 1918 to 1921 as they have been in recent months. 


They have failed to enjoy any of the recovery made by stocks of other in- 
dustries during the last two years because of excessive taxes on utilities, 
forced and unreasonable rate reductions, direct Federal and municipal 
competition. Latest and most severe of these attacks has been the Wheeler- 


Rayburn bill to abolish utility holding companies. 


Utility securities have a chance to recover much of their former value, 
because the electric and gas industries have bright possibilities for growth. 
But these possibilities cannot be realized if the industries are under con- 


stant attack. 


Insist that your Government representatives defend your rights as 


investors. 


ASSOCIATED GAS & ELECTRIC SYSTEM 











ery becomes more widespread. Prac- 
tically impregnable financially, and 
with only a small amount of preferred 
stock preceding the 2,586,341 shares of 
common stock, dividend prospects for 
the junior issue would appear unusually 
well defined. While the recent advance 
in the price of the shares has apparently 
discounted the current improvement, 
we do not regard the issue as excessively 
valued in relation to the company’s 
longer term prospects. Under the cir- 
cumstances, we see no logical basis for 
relinquishing commitments made at 
lower levels, assuming, of course, that 
you are in a position to disregard such 
intermediate fluctuations as may occur. 


AMERICAN METAL CO., LTD. 


As a holder of 100 shares of American 
Metal common bought at 14%, I am un- 
decided whether to take my profit or sell. 
If improvement in metal prices abroad 
should show further betterment, and if 
there is any basis in the report that the 
company can soon expect a return on its 
investment in the Roan Antelope Mines, it 
seems to me I should continue to hold. 
Please advise me.—L. T. D., Augusta, Ga. 


Activities of the American Metal 
Co., Ltd., embrace all phases of the 
mining industry, but the chief source 
of income is from the smelting and re- 
fining of copper. The company either 


owns or controls a number of produc- 
ing companies in the United States, 
Africa and Mexico. A 54% interest 
in the Rhodesian Selection Trust, and 
a 36% interest in Roan Antelope Cop- 
per Mines, provide a large source of 
high grade, low cost copper. The com- 
pany showed a loss of $232,485 in the 
full year 1934, after reporting a mod- 
erate profit of $103,217 in 1933. Dur- 
ing the first three months of 1935, the 
company showed a consolidated net 
profit of $73,359, compared with a net 
loss of $183,766 in the March quarter 
of 1934. The company has made sub- 
stantial progress in reducing its debt 
and strengthening its financial position, 
and a bank loan was reduced from $6,- 
500,000 to $5,000,000 in March of 
the current year. Balance sheet issued 
at the close of 1934 revealed total cur- 
rent assets of $19,195,945, including 
cash of $4,304,561, against total cur- 
rent liabilities of $3,378,041. Some 
income from the company’s large in- 
vestment in Roan Antelope Copper 
Mines appears likely during 1935, but 
earnings will remain relatively restricted 
until the demand for the metals pro- 
duced increases. Heavy dividend ac- 
cumulations on the preferred stock 
likely will retard the junior issue, but 
the prospect of an increase in the de- 
mand for copper in Europe for war 
purposes may stimulate operations of 
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the company. As a longer term specu- 
lation, we believe the common stock has 
interesting possibilities, provided you 
are willing to assume a business man’s 
risk. 


UNION CARBIDE & CARBON 
CORP. 


In your opinion, doesn’t Union Carbide 
now discount any possible early business 
improvement? What is your attitude to- 
wards it as an investment now when it is 
selling roughly 26 times 1934 earnings, and 
yields but 2.6%?—K. O. R., Chicago, IIl. 


On a strict statistical basis, there is 
no gainsaying the fact that prevailing 
quotations for Union Carbide & Car- 
bon Corp. place a very liberal appraisal 
on both earnings and dividends. Yet 
this condition may be said to generally 
exist in representative chemical stocks, 
reflecting the almost unlimited possi- 
bilities for the future growth and ex- 
pansion of the chemical industry. The 
many products of Union Carbide & 
Carbon Corp., including industrial 
gases for cutting and welding equip- 
ment, synthetic organic chemicals, car- 
bon derivatives and ferro-alloys—are 
used in almost every conceivable in- 
dustrial process. The company main- 
tains an active research department 
which has been responsible for the de- 
velopment of many new and profitable 
products. Earnings have shown steady 
improvement during the past several 
years and in the initial quarter of the 
current year profits of 59 cents per 
share on 9,743,000 shares of capital 
stock compared with 48 cents a share 
earned in the initial quarter of 1934. 
For the full 1934 year, the company’s 
profits were equal to $2.28 a share. 
Financial condition is excellent. For 
anyone who shares the general con- 
viction that the next several years will 
witness continued revival of general 
business in this country, the shares of 
Union Carbide & Carbon Corp. may 
be accorded promising possibilities as a 
medium for participating in such re- 
covery. 


CONTINENTAL INSURANCE CO. 


I now have more than 6 points profit in 
Continental Insurance bought on your 
recommendation. I will appreciate a word 
from you on the outlook ahead, also if its 
prospects compare favorably with the in- 
dustrials—E. H. S., Dallas, Texas. 


Continental Insurance Co. has con- 
servatively expanded its scope of op- 
erations since its inception (1853)) and 
now ranks as one of the largest units 
in the field. The company underwrites 
practically all types of insurance, ex- 
cept life, with a national sales organiza- 
tion. Admittedly, the company suf- 
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fered from the adversities of the de- 
pression in its underwriting depart- 
ment, but in this connection, on a com- 
parative basis its volume of business 
has been slightly better than average. 
Moreover, gains in underwriting profits 
registered since 1932 have been im- 
pressive. By virtue of the fact that 
common stocks comprise over 60% of 
the company’s investment portfolio, 
the decline of the stock market from 
1929 to 1932 necessitated the accep- 
tance of rather sizable charge-offs dur- 
ing the early years of the depression. 
On the other hand, much of this lost 
ground has been regained during the 
stock market rise from 1933 to date. 
This is revealed by the enhancement in 
liquidating value of its shares during 
the period. At the 1932 year-end 
stockholders’ equity in the company 
amounted to $17.37 a share, while at 
the close of last year the equity 
amounted to $27.87. Undoubtedly, at 
the 1935 mid-year mark, the liquidat- 
ing value was moderately higher. Then 
again, the company has benefited from 
increased income from its investments, 
an additional factor that should enable 
Continental Insurance to report 1935 
earnings in excess of those reported last 
year. Aggregate per-share profits for 
1934 amounted to $2.43. The current 
dividend rate is secure; indeed favor- 
able earnings prospects for the remain- 
ing months of the current year sug- 
gest the possibility of the current rate 
being augmented by an extra. At pre- 
vailing prices the shares appear reason- 
ably valued in relation to the company’s 
strong trade position and earnings pros- 
pects and we see little reason to dis- 
turb your holdings at this time. 


BEATRICE CREAMERY CoO. 


In looking over the statistics of Bea- 
trice Creamery it seems to me that its com- 
mon stock should be doing better. I 
would, therefore, be grateful for an ex- 
planation of the situation which holds it 
back, and of the developments which could 
aid it—D. G. M., Meridian, Miss. 


Beatrice Creamery Co. is the third 
largest unit in the dairy products field. 
The company operates plants and dis- 
tributing branches in 135 cities located 
in 24 states. Its products, which in- 
clude all the principal dairy items, are 
marketed under the familiar trade 
names of “Meadow Gold” and “Hol- 
land.” Butter, however, is the most 
important of these, with milk, eggs and 
ice cream ranking next in approximate- 
ly the order named. Prior to the 1933 
fiscal year Beatrice Creamery Co. had 
had a long record of stable and profit- 
able operations. In that year, however, 
adverse conditions resulted in a sub- 
stantial decline in sales volume and net 
income was equivalent to only $4.03 
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per share on the 7% preferred stock. 
In the fiscal year ended February 28, 
1934, a moderate improvement was 
shown, but net income was not sufh- 
cient to meet preferred dividend re- 
quirements, being equivalent to $4.63 
per share on the senior stock. Last 
year, however, the marked advance in 
the price of dairy products, enabled 
the company to report earnings of $1.3] 
per share for the fiscal year ended Feb- 
ruary 28, last. Following the im- 
proved earnings, the company paid a 
dividend on the common stock of 50 
cents per share on April 1, last. The 
first quarter of the current fiscal year 
disclosed some decline in earnings, but 
as this is not an unusual development 
at that season of the year, there still 
exists a fair possibility that results for 
the full current fiscal year will compare 
favorably with the recently improved 
showing. The substantial reduction 
which has taken place in the stocks of 
butter and cheese in storage has im- 
proved the statistical position of these 
products and, on the whole, the out- 
look for the dairy industry continues 
promising. While the shares of Beatrice 
Creamery may continue somewhat re- 
stricted marketwise pending further evi- 
dence bearing on the trend of current 
earnings, we feel that present holders 
of the stock are warranted in retaining 
their position, while commitments for 
the longer pull may be given favorable 
consideration at this time. 








Will America Go Radical? 
(Continued from page 339) 

























of increased taxes, rises in the cost of 
living without a corresponding increase 
in income, attacks on property and se- 
curity values, destruction of confidence, 
and this latest effort in a series of ef- 
forts extending over thousands of years 
to create a social order in which the 
individual is entirely subordinate to 
the State. Men now occupying high 
positions in the executive departments 
of our Federal Government have been 
preaching government ownership and 
operation of all the sources of produc- 
tion and distribution. This means the 
land, industry, utilities, railroads, com- 
munications, mines and every other ac- 
tivity which, under the form of govern- 
ment established by the Constitution, 
has always been considered as private 
business and left to individual initiative 
and enterprise. 

The arch-priest of their cult, Nor- 
man Thomas, expressing himself as 
favoring sweeping changes in govern- 
ment, said in an interview with Freder- 
ick Boyd Stevensen which was pub- 
lished in the Brooklyn Eagle of June 
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This advertisement appears as a matter of record only and is under no circumstances 
to be construed as an offering of securities for sale, or as a solicitation of an offer to buy securities, or as a solicitation of deposits 
under the Plan mentioned below. Such solicitation is made only by the Prospectus 


Standard Gas and Electric Company 


announces a Plan 


and Extension and Deposit Agreement 


for the extension to October 1, 1940, of the time for the payment of the principal of its Twenty Year Six 
Per Cent Gold Notes due October 1, 1935, and Six Per Cent Convertible Gold Notes due October 1, 1935. 
A Prospectus has been issued by Standard Gas and Electric Company relating to the above Plan and 
Extension and Deposit Agreement and Certificates of Deposit relating to such Notes which as extended 
will be Twenty Year Six Per Cent Gold Notes, (Extended) due October 1, 1940, and Six Per Cent Con- 
vertible Gold Notes, (Extended) due October 1, 1940. 


Copies of the Prospectus relating to the above may be obtained from 


H. M. BYLLESBY AND COMPANY, INC. 
W. C. LANGLEY & CO. 


AND OTHER SECURITY DEALERS 


Standard Gas and Electric Company + 231 South La Salle Street, Chicago 


THE FIRST BOSTON CORPORATION 
A.C. ALLYN AND COMPANY, INC. 
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3, 1928: “We would wipe out the en- 
tire Constitution of the United States 
and make a new one from start to fin- 
ish.” This is exactly what his disciples, 
the disciples of a Stalin-Hitler-Musso- 
lini philosophy of government, think 
about it. If the American people think 
that the decisions of the Supreme Court 
will put a stop to their efforts they are 
greatly mistaken. They are just as 
much of a menace today as they have 
been at any time in the past two years. 

So, Mr. Business Man, what is your 
obligation? How long is it going to 
take you to get in touch with your 
stockholders and tell them from your 
point of view what the situation means 
not forgetting that the millions of stock 
and bond holders in this country are 
representative of the thrift and savings 
of our people and that is represented, 
in turn, by small holdings, less than 
100-share lots. Are they supposed to 
have the same knowledge of what the 
tendencies of the times are as the lead- 
ers of industry? Is this our responsi- 
bility, or do you assume, Mr. Business 
Man, that it has become the respon- 
sibility of the men and women who 
work in our plants, or some of our 
small stockholders? Do you look to 
them for leadership or are they looking 
to you for leadership? Are we failing 
in that responsibility? I would say we 
are. The time is not far ahead when 


we may have another kind of blue 
eagle in this country, not to our liking, 
unless we immediately become cour- 
ageous, belligerent and defend our in- 
stitutions. 








Roosevelt Shapes the Issue 
(Continued from paye 337) 








standard of property. These wise ones 
now figure that the country is getting 
over its fits of anger and disgust with 
fate, times and the general course of 
events, and returning to its old patient 
sanity. Which means that the tolerant, 
deliberate, optimistic but rarely dream- 
ing middle-class are going to have 
their way in the next election. A great 
majority of them are supposed to be 
horrified by the preachment of col- 
lectivism and socialism which the pres- 
ent regime has not only permitted, but 
encouraged and invited. They begin 
to see only business ruin and political 
retrogression on the road we are trav- 
eling. They are progressive but they 
are not revolutionary, and they are 
supposed to be ready to return to the 
Constitution and reform by debate and 
compromise. 

In 1932, Roosevelt had 23 million 


votes and Hoover 16 million. The 
latter group represent the last-ditch 
conservative group of the country. It 
is not conceivable that any candidate 
opposed to the centralization and col- 
lectivism of the Roosevelt Administra- 
tion will lose a single vote there unless 
the Administration beauty doctors find 
something that will take out its leopard 
spots. The only eradicator of that 
sort known to the political doctors is a 
liberal dosage of good times accom- 
panied by encouraging platitudes con- 
cerning Americanism and depreciatory 
conversation concerning bolshevism. 
In other words, if the President could 
be persuaded to lay off his penchant for 
rocking the business boat and would 
have more to say about the wisdom 
of the fathers and less about the omni- 
science of the sons, he might lure 
some of the 16 millions. 

Assuming that the President will 
continue to have higher regard for his 
kitchenette cabinet than he has for the 
hard-boiled politicians who gather un- 
der the donkey standard, the outlook 
is that he will make the battle for the 
nomination, for the platform and the 
campaign of 1936 one of further na- 
tionalization, further subjection of the 
states, reformation of the Supreme 
Court, and forward strides toward 
economic planning. 

Recent events here, there and every- 
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where, show that the Republicans who 
have been faithful to the old creeds 
and many Democrats and Independents 
have recovered from the Roosevelt hyp- 
nosis and are now becoming masters 
of their own wills and purposes. There 
have been three Republican regional 
“camp meetings” in which the old 
faith was proclaimed anew, with some 
modern trimmings. At all of these 
meetings there was not only a fighting 
spirit observable but there was a real 
conviction that the progress of events 
has given the anti-Roosevelt forces al- 
most an even break for 1936. The 
undertow at these meetings revealed a 
feeling that Roosevelt’s best hope and 
the Republican’s worst outlook was a 
galloping return of prosperity. If 
there are still 20 million people on re- 
lief in 1936 not even politically dis- 
tributed relief billions will be sufficient 
to stop the current that will set toward 
common-sense, hard work and plenty 
of it, and old man prosperity back 
again. 

On the other hand, there are already 
at least five new groups of new party 
agitators of the radical stripe in the 
field. 

Besides these and other milling 
groups there is the self-contained 
LaFollette Progressive party in Wis- 
consin, the regular Socialists, the drib- 
bling stream of Communists, the 
Huey Long dupes and the Father 
Coughlin millenniumites, etc. By next 
spring there may be a dozen ways in 
which the misnamed Liberals who, by 
and large, are mostly bigots, may be 
divided—and beaten. 

It is easy to take a preconceived 
stand either way on this question of 
wise politics for President Roosevelt— 
left or right—and make a good case of 
logic, but some of those who have the 
idea that the United States is over- 
whelmingly the country of middle-class 
power are even beginning to say that 
unless the President can find some way 
to keep steady company with recovery 
and welcome prosperity without too 
rigid an inquiry into its character, the 
Democrats will be wise not to nominate 
him. 

Such a suggestion still brings smiles, 
but it no longer brings derisive laugh- 
ter, for day by day the old wheel 
horses are beginning to wonder whether 
the President is either right in big poli- 
tics or smart in little ones. 

There is no infallible standard by 
which to predict the course of the 
Rooseveltian shooting star, but our con- 
clusion is that the President has now 
gone so far toward the left and so 
identified his fate with the forces of 
destruction and reconstruction that it 
is reasonable to say that we will have 
a clear-cut general issue in the next 
Presidential campaign, disguised as it 
may be by a treacherous platform. On 
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that issue, which will be one of nation- 
alization of politically strengthened 
power, looking toward its application 
to economic life, the President will 
stand plausibly for amendments to the 
Constitution which will have the effect 
of curbing the powers of the Supreme 
Court, curtailing the powers of the 
states, enlarging the executive author- 
ity, and limiting that of the legislature. 
It will be, that campaign, a struggle for 
the copying in the American scene of 
the suppression of parliamentarism and 
exaltation of the executive together 
with the reduction of local power and 
authority which under one guise or the 
other has already swept over much of 
Europe. Strong central governments, 
whether by grace of popular will or 
in spite of it, are the world political 
fashion of the hour. In 1936 America 
will decide whether to take her political 
fashions from Europe or to continue to 
make them at home. 








Nature Vies With A A A to 
Restore Farm Prosperity 


(Continued from page 347) 








says in part in a recent letter to this 
writer: 

“It has been many a day since I 
have seen as many happy faces as I 
saw on the warehouse floors during our 
tobacco selling season of 1934. Prices 
for the weed in many cases were 40 
per cent and 50 per cent, and in some 
instances considerably more _ than 
that, above the 1933 prices. A num- 
ber of our farmers paid out their en- 
tire indebtedness to banks from sales 
of tobacco. A few paid up their 
indebtedness from sales of water- 
melons and quite a number of them 
have cotton stored in warehouses now 
on which they could have secured loans 
of 12 cents a pound from the Govern- 
ment, and owe nothing. Indeed, the 
position of the Colquitt County farmer 
at this time is really better than it has 
been in twenty years and if they are 
blessed with as good crops for the next 
few years as they have been last year 
and they take care of their money, they 
can pay off the loans on their lands at 
maturity and be independent. The 
outlook for diversified farming in this 
county is brighter than ever before and 
our farmers seem happier and better 
contented than I have ever known them 
tc be. 

“Of course, the processing tax has 
been helpful to them and the farmers 
almost to a man are in favor of it. It 
is really the first time that our govern- 
ment has actually helped the Southern 
farmer, and the farmer appreciates it.” 

There is a deal of encouragement in 


this changed attitude of the farmer and 
this letter tells a better story than any 
amount of discussion. 

It is not too much to assume that 
among the wheat growers some com- 
parable conditions prevail. Between 
benefit payments and rainfall the world 
looks brighter for the men riding the 
combine in Kansas and the merchant, 
the banker, the implement dealer can 
all bring up a smile. 








International Telephone & 
Telegraph Corp. 


(Continued from page 353) 








tinuing low level of cable and radio 
traffic and continued losses thereupon. 

The deficit run up by the Postal 
Telegraph & Cable Corp. in which 
the International Telephone investment 
is carried on its books at more than 
$28,000,000, accounted entirely for 
last year’s loss in the telegraph and 
cable division of the parent company’s 
business. Without this drain, the re- 
maining cable and radio telegraph 
operations this year probably will break 
even or show modest profits. A revival 
in world trade would be required to 
make them a major source of profits 
and this result is not now in sight. 

In additional emphasis of the impor- 
tance of the manufacture of equipment 
to this company, such sales in 1934 
totalled $54,900,000, while gross reve- 
nues from telephone operations were 
only $26,598,842, land line telegraph 
revenues were $20,923,579, cable reve- 
nues $9,077,317 and radio telegraph 
revenues $1,923,639. 

For the longer future none can deny 
that there are vast possibilities of 
expanded telephone use in many coun- 
tries now but partially equipped, if 
equipped at all, with this modern fa- 
cility. Yet this is distinctly a long: 
term potentiality. Over the next sev- 
eral years the company’s promise of 
recovery would seem to lie chiefly in 
manufacture of equipment and, sec: 
ondly, in gradual revival of normal 
trafic on existing telephone lines. 

It is somewhat curious that out of 
International Telephone’s three major 
lines of activity, the one in which it 
has the smallest investment—manufac- 
turing, with 16.64% of the total 
stake—should appear to hold the most 
dynamic promise, in addition to hav- 
ing been the biggest money maker in 
the past year. 

The company’s consolidated balance 
sheet carries property investments at 
$410,149,196 and total assets at $581,- 
043,010. The prior obligations of sub- 
sidiary and associated companies 
amount to only approximately $110, 
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000,000 and the parent company’s de- 
bentures to $122,661,000, making a 
total of, roughly, $233,000,000 in 
obligations ahead of the 6,642,508 
shares of common. The present total 
market valuation of $66,420,000 placed 
upon the latter can not be held exces- 
sive in relation either to current value 
of assets, as distinct from book value, 
or to the reasonable potentialities of 
earning power. 

It need hardly be added that the 
common remains, as it has ever been, 
a radical speculation. 








Movie Outlook Improving 
(Continued from page 355) 








Paramount Pictures Corp. 


With all of the legal and other neces- 
sary details practically concluded, the 
former Paramount Publix Corp., will 
shortly emerge from two and a half 


| years’ receivership. During the course 


of the receivership, Paramount's ex- 
producing and _ distributing 
facilities were maintained intact, but 
financial claims of nearly $300,000,000 
were reduced to only 20% of that 
figure, theater rentals were adjusted 


| and other theater properties sold. 


The new company will be known as 
Paramount Pictures Corp., and capi- 
talization will consist of $27,110,000 
6% debentures, $27,110,000 of new 
6% convertible first preferred stock, 
$100 par, $6,441,810 of 6% convertible 
second preferred, $10 par, and 1,610,- 
451 shares of common stock. Holders 
of the old common stock will receive 
one-quarter share of new common stock 
and the right to subscribe to warrants 
at $2 each entitling them to an addi- 
tional one quarter share of common 
and one fifth share of second preferred. 
The second preferred will be conver- 
tible into the common at the rate of 
nine shares of common for each ten 
shares of preferred. 

The new company will start business 
with around $20,000,000 in cash and 
earnings should not only provide 
for interest and sinking fund require- 
ments on the new bonds and dividends 
on both classes of preferred, but leave 
a fairly good balance for the new com- 
mon shares. Last year officially esti- 
mated net income of $3,600,000 was 
calculated to provide about 47 cents a 
share for the common after all prior 
charges, taxes, sinking fund and pre- 
ferred dividends. The capital structure 
is such that considerable leverage is 
given to the common, so that in a pe- 
tiod of rising earnings per-share results 


» would gain rapidly. Conversely, a de- 
| cline in net would produce an appre- 


ciably greater decline in earnings on 
the common. Earnings reports for the 
current year are not available but in 
the first quarter it was estimated that 
net income was in the neighborhood of 
$2,000,000. On this basis results for 
the full year should be substantially 
ahead of last year. 

The company will begin its ca- 
reer with important changes in its man- 
agement and every opportunity to re- 
gain its former profitable status. As a 
longer term speculation, the common 
stock is worthy of consideration, while 
the second preferred shares invite at- 
tention as a low-priced issue for in- 
come, with speculative possibilities for 
enhancement in the convertible feature. 
The new common is quoted on a “when 
issued” basis at 82, while the second 
preferred is quoted at 9. 


Fox Film 


The reorganization of Fox Film in 
1933 converted some $30,000,000 of 
debt into new common stock, scaled 
down the total common stock to one- 
sixth of the former amount, divested 
the company of burdensome theater 
properties and increased working capi- 
tal. This thoroughgoing readjustment 
in the company’s affairs placed Fox in 
a position to resume its prominence as 
a motion picture producer. In addi- 
tion to the company’s extensive facili- 
ties in this country, it also conducts a 
movie-news gathering organization of 
world-wide scope and holds a 49% in- 
terest in the Gaumont-British Pictures 
Corp., Ltd., an important English pro- 
ducer. Recently, the company an- 
nounced the merger with Twentieth 
Century Pictures, a successful inde- 
pendent producer. 

Under the terms of the merger, it is 
anticipated that Class A stockholders 
of Fox will receive one half share of new 
$1.50 preferred stock and one quarter 
share of common stock in the new 
company to be known as Fox-Twen- 
tieth Century. Earnings of the new 


company on the proposed capitalization 
can not be determined at this time, but 
the fact remains that Fox, since reor- 
ganization has shown steady improve- 
ment and last year Twentieth Century 
had several very successful productions 
to its credit. Soundly financed and un- 
der the guidance of an experienced 
management, the enlarged enterprise 
should gain its full share of the re- 
covery in the industry. The class A 
shares of Fox Film, while speculative 
and paying no dividend, have fairly 
promising aspects for holding over a 
reasonable period of time. 


Warner Bros. Pictures 


Although financial position of the 
company has improved and progress is 
being made in ironing out the difficul- 
ties emerging from the untimely acqui- 
sition of an extensive chain of theaters, 
earnings of Warner Bros. Pictures have 
not as yet improved to a point enabling 
the company to fully cover fixed charges 
on its funded debt. 

For the 26 weeks to February 
last, Warner Bros. Pictures reported 
a net loss of $133,515, as compared 
with a profit of about $39,000 a 
year previous. Higher production costs 
were principally responsible for the 
recent decline and with this item more 
likely to increase than otherwise, the 
earnings position of the common stock 
is rather obscure. Preceding the 3,- 
801,344 shares of common stock are 
103,107 shares of $3.85 preferred stock 
and some $86,000,000 in funded and 
mortgage debt and while the company’s 
current liquid position is fairly com- 
fortable, further improvement would 
be desirable. The substantial leverage 
for the common shares would permit a 
rapid rise in per-share earnings in a 
period of genuine revival but until the 
evidence is more convincing than that 
currently available, prevailing low quo- 
tations would seem to offer the prin- 
cipal inducement to continued reten- 
tion. 
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N. Y. Times 
N. Y. Times —Dow, Jones Avgs.~ , 50 Stocks———,, 
40 Bonds 30Indus. 20 Rails High Low Sales 

Monday, duly 1... 2.26 ce. 82.28 118.82 32.92 96.71 95.75 686,170 
TUCHGAN, OUI 2 oes vcs cas 82.21 118.69 32.36 97.22 95.95 1,198,890 
Wednesday, July 3......... 82.14 118.81 32.37 96.39 95.73 720,600 
Thursday, July 4........... HOLIDAY—EXCHANGE CLOSED 
Friday, FUy GS. 6. cscccee 82.31 120.61 32.62 97.66 96.48 888,730 
Saturday, daly G.... 2.20500 82.34 121.02 32.48 97.76 97.26 515,870 
BEOHGRY, DUAW Bk. ssc ces ve 82.15 122.55 32.68 98.67 97.23 1,309,750 
TUGKART, GULy Oyo 6 occ cess 82.04 122.15 33.00 99.23 98.09 1,345,930 
Wednesday, July 10........ 82.07 122.69 33.24 99.06 98.05 1,150,160 
HUEBORE) DOLE Lbs cei cscs 81.82 121.93 32.89 98.67 97.23 995,960 
PRIA, TPF. 1B. 6.6.0:600-0 600% 81.82 122.20 33.21 98.64 97.63 1,097,317 
Saturday, July 18.......... 81.85 121.88 33.39 98.71 98.33 442,940 
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Milk in Paper, Beer in Tin 
(Continued from page 349) 








stores along with meat, vegetables, and 
other food products. It is doubtful 
whether this can be accomplished, for 
consumers like their milk delivered at a 
specific hour each morning. But sup- 
pose it were possible. Innumerable 
small milk distributors who have very 
little retail store trade would go out 
of business. This means that a great 
many people would be thrown out 
of employment until they could be 
absorbed by other industries. It means, 
insofar as the milk distributor is con- 
cerned, an abrupt change from retail 
delivery to wholesale delivery. If he 
is a little fellow and cannot afford 
either paper bottle-making machinery 
or the increased cost of paper over 
glass he cannot make this change. 

Of course, this situation would re- 
dound to the benefit of the big dairy 
products companies in the lessening of 
their competition. Furthermore, having 
once made the capital investments to 
utilize paper containers, the use of them 
would prove a saving over bottle 
costs. 

But another important question re- 
mains unanswered. Will people, 
forced to buy their milk from the 
grocery or vegetable store, drink as 
much milk as heretofore? This is a 
serious matter to the dairy farmer and 
to the milk distributor—it should be a 
serious matter to the health authori- 
ties. The present policy of our more 
progressive state and local authorities 
is to do everything in their power to 
persuade the public to drink more milk. 
They know what it means to the health 
of the community and particularly to 
the health of growing children. Any 
movement which might result in lower- 
ing milk consumption is bound to be 
resisted by them. 

However, this is the situation in the 
milk container business today. The 
only question is: “Will it be possible 
to deliver milk via the retail store and 
paper container at a price sufficiently 
below the route delivery price to make 
it interesting to any considerable por- 
tion of the milk trade now depending 
on the morning milk man?” 


Enter Packaged Beer 


Leaving the manufacturers of glass 
bottles, paper caps, and bottle wash- 
ing machinery to worry about the 
future of the glass milk bottle, let's 
turn our attention to tin cans and beer 
—not the old fashioned growler but a 
modern tin can, attractively decorated, 
for the delivery of “package beer.” 

Here we have quite a different situ- 
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ation. Beer is not delivered by the 
pint, or quart, or two quarts, on the 
door step. There is no particular rea- 
son why it should be delivered at some 
specified time each day. It is usually 
ordered by the case. In the old days 
the bottles went the way of the rest 
of the household trash, but today they 
represent real money and are carefully 
stored by the average housewife to be 
returned when the next order for beer 
goes in. 

The first reaction of the average beer 
consumer to the suggestion that the 
time has come when he will buy beer 
for his home in tin cans is to laugh. 
“Nothing will take the place of glass 
bottles,” he says. He visualizes a can 
of beer as looking exactly like a can of 
vegetables and the idea that he might 
serve a party of guests with tin cans 
and can openers seems absurd. As a 
matter of fact these beer cans are ex- 
ceedingly attractive and are easily 
opened with a special device which has 
been designed for that purpose. They 
are also lined with a substance which 
makes the beer taste quite the same as 
it does when it is poured out of a 
glass bottle. 

From the consumer point of view a 
number of advantages are claimed by 
the manufacturers of these beer cans. 
In the electric refrigerator two cans, 
placed one on top of the other, take 
up no more space than one beer bottle. 
A can of beer will stay cold four times 
as long as a bottle of beer and will 
chill in cracked ice four times as quick. 
Being a one-trip container it is thrown 
away when empty. 

One of the manufacturers of these 
cans, co-operating with a Northern 
brewer, put on an intensive campaign 
in the City of Richmond, Virginia, to 
demonstrate the possibilities of selling 
beer in cans. Richmond was selected 
because it was considered as about the 
poorest market for package beer in the 
United States. The campaign was 
hardly started before the sales of beer 
for home consumption began to in- 
crease steadily. 

An elaborate survey was then made 
by house to house canvassers, with 
questionnaires and covering all classes 
of people. As a result it was discov- 
ered that 96 per cent liked the can 
better than the bottle: 87 per cent pre- 
ferred the can because they thought 
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the beer tasted better; 36 per cent 
preferred the can because there was no 
return feature, and 27 per cent pre 
ferred the can because it was not neces. 
sary to make any deposit to guarantee 
the return of the container. 

According to figures developed by an 
intensive study of costs, the beer can 
seems to have demonstrated a consid- 
erable saving in the cost of distribu. 
tion. It costs a Milwaukee brewer, 
shipping to Minneapolis, 13 7/10 
cents for the transportation of a case 
of beer and 6 cents to get the case and 
empties back, making a total of 
19 7/10 cents. He can ship a case of 
canned beer to New York, which js 
three and one-half times as far, for 
12 2/10 cents and does not have to 
bother with return empties. The total 
cost of shipping a case of bottled beer 
and getting the empties back from St. 
Louis to Chicago is 19 2/10 cents, 
but the St. Louis brewer can ship a 
case of canned beer to New York for 
13 2/10 cents. 


Naturally, this movement of beer in 
cans is welcomed by the can manufac- 
turer just as he found cause for re- 
joicing in the growing tendency to re- 
tail motor oil and other products in 
small individual cans. Indeed, the tin 
can producers stand to benefit most in 
this whole container struggle. It is 


true that keen competition faces them. | 
A prominent distributor of coffee has | 
abandoned the tin container for the 


paper bag, the glass jar for foodstuffs 


continues in considerable favor, despite | 


a higher unit cost; but the can manu 
facturers are on the alert. Leading 
producers have not only announced 


plans for the output of beer cans but | 


also of paper containers for milk 





The Stock Market for the 
Next Fortnight 


(Continued from page 333) 











bag. The most recent one—the im 
pulsive “soak-the-rich” tax program— 


has proved to be a dud resented even | 


by a normally docile Congress. 

The present plain inference is that 
the President, after backing down on 
the initial demand for almost frantic 
speed, now seems to be backing down 
on the demand that this tax program 
be enacted at the present session. All 
signs point to a probable adjournment 
of Congress about a month from this 
writing, with taxes going over to an 


other session, special or otherwise. For | 


such a result the stock market, along 
with the rest of the country, will have 


cause to be grateful, whether it reflects f 


growing sanity in politics or merely the 
mid-summer heat of Washington. 
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i lin D. Roosevelt?” 
| of him seems to be the general measure 
' in which he is held at the present time. 














book, “Ten Years of Plunder.” 


Sirs: 
Charles Benedict’s article on Frank- 
lin D. Roosevelt in your issue of July 


| 6is such a true and masterful summing 


up of the man and his measures that 
] am impelled to highly commend the 
author for writing it and your Maga- 
zine for its courage in publishing it. 
Many of us in the Middle West have 


felt that our press and most of our 


/magazines have been far too lenient 


in handling matters pertaining to our 


} Government especially the course being 
| followed by the present Administration 


and we are highly pleased to see that 


F at least one leading periodical has the 


courage to put before the public our 
true situation and the dangers which 
confront us as a nation. We are al- 
ready far on the road toward a dicta- 
torship, but your courage and recent 
happenings in Congress give us reason 
to hope that a halt is being called. Let 
the good work go on. We are with 


» you—D. W. L., Minneapolis, Minn. 


© Sirs: 


I have just read with a very great 
deal of interest Charles Benedict's arti- 
cle, “What Manner of Man is Frank: 
Your description 


One of my judicial friends years ago 
stated to me, “There is one court from 
which there is no appeal and that is the 
court of public opinion.” Through 
the press and the comments of indi- 
viduals the public records its conclu- 


sion. No man can successfully with- 
stand it. 
At the present time I am reading a 


As | 


» have lived during the period mentioned 


and have had rather an intimate knowl- 
edge of what took place, I can appre- 
ciate the possibility of a sincere desire 
upon the part of the President when he 
came into power to correct some of the 
abuses which are so graphically de- 
scribed in the book to which I refer. 


| Unfortunately, instead of bending his 
) efforts to bring back prosperity and 


provide for the unemployed in that 
way, he seems to have taken the im- 
possible course of trying to bring about 
impossible reforms at the present time 
and in an impractical way. All we can 
do is to hope for the best, and to give 
him a reminder from time to time of 


| “public opinion."—V. G. R., Media, 


ea 
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Sirs: 

May I take the liberty of asking Mr. 
Charles Benedict: 

To whom is President Roosevelt a 
dangerous man? Is he dangerous to 
the twenty million people he has had 
to feed when the former administration 
absolutely refused to do this? Is he 
dangerous to honest business whom the 
N RA acted as a leader to pull out of 
the ditch? Is he dangerous to the little 
children whom he wants to take out of 
the factory? Is he dangerous to the 
poor women working in the sweat 
shops? Is he dangerous to all honest 
bankers whom he has tried in every 
way to serve and last, is he dangerous 
to labor, for whom he has tried to in- 
augurate fair practices and is he dan- 
gerous to even the utilities who have 
fought him with all of their power? 
He has asked only that they make legi- 
timate profit—L. K. A., Fort Smith, 
Ark. 


Sirs: 

The Securities and Exchange Com- 
mission has been of great service to the 
average investor, as it has given him 
an opportunity to take advantage of 
investment situations on unexpected 
news. A few weeks ago, I read in 
the morning paper of the unexpectedly 
good earnings of a corporation in which 
I have been interested for some time. 
Although I live many hundred miles 
from New York, I placed an order for 
a block of the stock before the market 
opened, and, contrary to the old 
scheme of things, the stock has steadily 
risen to higher levels. The close check 
kept on “insiders” by the SEC gave 
hundreds of investors an equal chance 
to buy this stock. In the old days, the 
stock in question likely would have 
risen to new high ground a week or two 
before the earnings were announced to 
the public, following which, profit tak- 
ing by the “insiders” on the good news 
would have left John Public holding 
stock at prices that never again might 
be reached.—-R. M., Davenport, Iowa. 


Sirs: 

As the owner of several blocks of 
stocks in corporations which produce 
consumer goods, I am disappointed in 
noting that but one of the managements 
has the foresight to regard me as a pos- 
sible customer for its goods. Com- 


With Our Readers 


panies operating in this field are con- 
stantly bringing out new products. 
often under the name of a subsidiary, 
and stockholders would be only tco 
glad to buy the products, especially 
everyday essentials, of those companies 
in which they have an equity. 

The stock of the company which 
keeps me closely informed of its prod- 
ucts, by the way, acts much better 
marketwise than those other issues 
which I hold representing corporations 
in the same field. The management 
obviously must be exceedingly efficient 
in all of its activities. More companies 
should take advantage of the purchas- 
ing power of their stockholders.—B. P. 
G., «Efoy, IN. Y¥- 


Sirs: 

Your discussion on investment possi- 
bilities in the principal industrial groups 
in your last issue is interesting to me. 
It emboldens me to make a suggestion 
for another article which might be even 
more helpful. Take a given.sum and 
show how to invest it in two ways: 

(A)—Where income and safety is 
the first consideration. 

(B)-—Where profit is more impor- 
tant than income. 


-T. L. L., Chicago Ill. 


Sirs: 

Two things in your recent article en- 
titled “Sharing the Wealth” (issue of 
July 6) should receive the widest pub- 
licity. The first is the trend of real 
wages, which, as you show graphically, 
has been almost steadily upward for 70 
years. The second is the chart which 
shows that despite the effect of this de- 
pression on national income, labor's 
share is virtually unimpaired and is 
larger than the amount received by 
security holders in the form of bond 
interest or dividends, and larger than 
the withdrawals of management or pro- 
prietorship interests. In other words, 
the employed wage earner has really 
nothing to kick about. He is getting 
his share; in fact, in terms of what his 
wages purchase, he is getting more, 
year by year. 

Most spread-the-wealth advocates 
fight shy of such facts. Their attitude is 
in accord with their avoidance of those 
simple arithmetical computations which 
reveal the nonsense in most of their 


theories.—C. O. M., Babylon, L. I. 





What’s Ahead 
for Your 


Investments? 


These are changing times. 


Every issue of The Magazine 
of Wall Street sees many far- 
reaching developments in the 
worlds of business, econom- 
ics, politics — foresees their 
effects on investments. 


It is The Magazine of Wall 
Street’s task to foresee these 
developments—to interpret 
them so the thousands of 
businessmen - investors who 
are its readers may plot their 
investment course _intelli- 
gently, leisurely. 


It Can Help You— 


Take advantage of the special 
“short-term” trial subscrip- 
tion offer described below. 


See how the regular reading 
of The Magazine of Wall 
Street can give you a clear 
picture of business and secur- 
ity trends, weeks and often 
months before the _ usual 
news channels. 


It can keep you posted on 
your present investments— 
point out new opportunities. 
And, as one investor wrote: 
“Even if I had no invest- 
ments to make, and keep 
track of, I would want The 
Magazine of Wall Street. It 
is as broadening as a college 
course, and perpetually re- 
news one’s contact with the 
worlds of industry and eco- 
nomics.” 


Accept This Offer Now! 


Be sure to receive the important 
issues scheduled for the months 
ahead. Every issue will contain 
Zimely information of real dol- 
lars-and-cents value to you. 
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The MAGAZINE of WALL STREET 
90 Broad St., New York, N. Y. 


CII enclose $1.00. Send me the four is- 
sues of The Magazine of Wall Street be- 
ginning with your next issue. 


COIf you would like to have this special 
offer cover eight issues instead of four, 
check here and enclose $2.00. 
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